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The Fifth Annual Meeting. 


The fifth annual meeting of the American Eco- 
nomical Association was held at Chautauqua, August 
23-26, 1892. 

The first session, in the evening of August 23, was 
devoted to the address of welcome by Hon. Lewis 
Miller, and the response and address by Acting 
President William W. Folwell, before a large audi. 
ence, in the amphitheatre. 

Wednesday morning was devoted to the reading 
and discussion of papers on finance, and in the after- 
noon many of the members availed themselves of the 
courtesy of the Chautauqua management to enjoy an 
excursion on the lake. The evening session was de- 
voted to the consideration of the farmers’ movement 
in the various sections of the country. 

On Thursday the morning and afternoon sessions 
were occupied by addresses and discussions on eco- 
nomic theory. The evening session was in charge of 
the committee on statistics, and in the absence of 
Colonel Wright was presided over by Professor Rol- 
land P. Falkner. 

The final session on Friday morning was given up 
to the reading of miscellaneous papers. 

At the close of the discussions, the Association 
passed the following resolution: 


Resolved, That we hereby testify to our appreciation of the tact, 
grace and dignity with which the presiding officer, President W. 
W.:Folwell, has discharged his duties, and we hereby desire to 
thank him. 
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It was also voted that the Association express its 
thanks to the Chautauqua management in general, 
and to Mr. George Vincent in particular, for the 
uniform courtesy and hospitality with which they 
had been received. 

During the session the Council held six meetings, 
President Folwell being in the chairin every instance 
but one. The Council chose the following new mem- 
bers: Professor J. Q. Adams, of the University of 
Pennsylvania; Professor John Gray, of Northwestern 
University; Professor E. A. Ross, of Cornell Univer- 
sity; Professor A. C. Miller, of Chicago University; 
Professor F. C. Clark, of Leland Stanford, Jr., Uni- 
versity; Professor Sidney Sherwood, of Johns Hop- 
kins University; Professor William M. Scott, of the 
University of Wisconsin; Professor Charles 8. Will- 
cox, of Cornell University. 

The chief business transacted by the Council was 
not announced in the general sessions of the Associ- 
ation, but may be properly published here. The 
body of honorary members of the Association was 
enlarged by the election of Professor Charles Gide, 
of the University of Montpelier, and Professor F. Y. 
Edgeworth, of the University of Oxford. 

The following officers were elected for the ensuing 
year: President, Professor Charles F. Dunbar; First 
Vice-President, Professor Richard T. Ely; Second 
Vice-President, Professor Henry W. Farnam; Third 
Vice-President, Professor Simon N. Patten; Secretary, 
Professor Edward A. Ross; Treasurer, Mr. Frederick 
B. Hawley. The Publication Committee remains the 
same as for the past two years. 

The Council directed the Secretary to express the 
thanks of the Association to President Francis A. 
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Walker for his signal services to the Association, 
from its organization to the present time. 

By another resolution, the Council declared itself 
deeply sensible of the obligations of the Association 
to the faithful and painstaking labors of the outgoing 
Secretary in behalf of the Association since its forma- 
tion, and tendered its earnest thanks for his con- 
tinued and successful efforts. 

It was decided to hold the next annual session in 
Chicago, at or near the time of meeting of the Inter- 
national Statistical Institute. 

In the following pages Vice-President Folwell’s 
address is given in full. The abstracts of the papers 
were prepared and handed in by the authors. The 
reports of the discussions have been condensed from 
the stenographer’s notes. 
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Address of Welcome. 


BY HON. LEWIS H. MILLER, 


Members of the Economic Association: 

It gives me very great pleasure to welcome you, 
in behalf of Chautauqua, to the shores of this most 
beautiful lake, to these beautiful groves, and to the 
fresh air that floats over them, fourteen hundred feet 
above the ocean; and to the beautiful halls, as we 
call them; and this platform, where there is given 
expression to freedom of thought and freedom of 
opinion, where we have invited all thought that has 
in it, as we conceive, the education of mankind. 

And none, I believe, are more welcome than you, 
who have come here to discuss economic problems. 
I believe that the economic phase of humanity lies 
as near the heart of the work for the Christian man 
as does the other side, which says: «‘Love the Lord, 
thy God, with all thy heart, mind and strength.’’ I 
believe that when we have solved the problem of 
how we can best serve humanity we have largely 
solved the problem of how we can worship God the 
best. 

And in these days when we feel and realize, and 
nearly everybody gives expression to the thought, 
that something is out of joint, and that something 
must be done, you come with these problems of the 
Farmers’ Alliance, of taxation, and the questions 
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that show that we are disturbed, and that some new 
turn must be taken or chaos will come. 

Garfield once said that the world has struggled for 
years to get time. Chautauqua is trying to solve 
the problem of how to use time. That there must 
be a new chapter devoted to our labor problem there 
is no doubt. The eight-hour problem and those that 
revolve around that are before us, and must be 
solved. If, possibly, we adopt the eight-hour sys- 
tem, what shall be done with the time that men will 
have? Our company tried the eight-hour system a 
little way several years ago, and for two years we 
worked eight hours only, giving the men full pay. It 
worked admirably, and, so far as I could judge, I 
found that they did just as much work in the eight 
hours. We did not build a machine less; nay, we 
increased the number of machines with fewer men 
under the eight-hour system. There was no trouble 
in that line. But being among other factories and 
working only eight hours, the men, instead of rest- 
ing and using their time for the development of 
their brains and for development socially, went over 
to the other workshops and put in daily three or four 
hours more. We tired them out twice in the day. 

These problems are so great and so vital that they 
ought to vibrate and revibrate through these halls 
and over this country until we can give them solu- 
tion. I welcome you most heartily to this platform, 
and to the free discussion of these questions in all 
their phases. And with this welcome I turn over 
the organization to William W. Folwell, of the Uni- 
versity of Minnesota, Second Vice-President of the 
American Economic Association. 
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BY SECOND VICE-PRESIDENT W. W. FOLWELL, LL. D. 


The American Economic Association meets in its 
fifth annual convention. 

The occasion is to its members an important and 
happy one. Other people, the great public, know 
little and care but little about it. The newspapers will 
devote less space to our proceedings and discussions 
than to the local athletic contests and horse races. 

If this were mere passive indifference, we might 
console ourselves with the reflection that people con- 
stantly neglect the gravest matters, their dearest 
earthly interests, their very souls’ salvation, simply 
because thinking is irksome. 

There is in this case a positive aversion. Political 
economy is not merely dull and uninteresting to the 
wayfaring man; it seems to him fruitless, if not mis- 
leading. It is the ‘dismal science’’ which raises the 
most exasperating of questions, environs them with 
doubts and difficulties, but vouchsafes no solutions 
for our comfort and guidance. Like the will o’ the 
wisp, it decoys the passenger into a bog, from which 
he cannot hope to extricate himself. Such is, I think, 
the widespread popular view of political economy, as 
it has been written and taught from Adam Smith to 
Professor Marshall. 

It is a common remark that the young man emerg- 
ing from college needs first of all to throw his books 
on political economy to the dogs, before he can judge 
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and act with practical sense upon the economic 
problems which at once present themselves to him 
as acitizen. ‘Theory, mere theory, and idle specu- 
lation,’’ is the popular estimation of our science, as 
we fondly call it. 

How extreme and unjust this view is we all know, 
but we must, I think, still admit that there is some 
color for it. If political economists are brushed aside 
as visionary and unpractical speculators, there must 
be a show of reason or excuse for it. Such excuse is 
not far to seek, for men of three score, who, in the 
mid-century days, were studying the political econ- 
omy taught in American schools as a branch of, or 
attachment to, the department of philosophy. We 
stood up in our places and recited the text to respec- 
table ecclesiastical professors, who ‘‘held the book 
and looked after.’’ The system made a fair show in 
the flesh. Its doctrines were marshaled in imposing 
hierarchical fashion, and followed on in a sequence 
of parts, books, chapters, sections and paragraphs. 
For examination purposes the subject was almost as 
convenient as geometry, or the syntax of the Greek 
moods. The most deep and general impression left 
on the mind of those students was that there were 
certain ‘‘laws of trade,’’ analogous to the laws of 
physics, which governed things economic with in- 
variable and omnipotent sway. These laws, if they 
were embodied and could speak, might say of them- 
selves: ‘‘Men may come, and men may go; but we go 
on forever.’’ 

I am far from believing or saying that there was 
not a central core of truth in that teaching—but the 
mischief lay in the tacit assumption that these 
‘laws of trade’’ operated on men like the laws of 
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gravity, from without. The economic atom was 
afloat in the stream, and could move only in the 
direction of the current. It was an obvious corollary 
that the results of these ‘«‘laws’’ might easily be 
foreseen and foretold. Above all, it was left to be 
understood, when not dogmatically inculcated, that 
the economic atoms must be careful not to rebel 
against the omnipotence of the laws of trade. No 
molecular combinations or arrangements could be of 
any use. ‘‘Laissez faire, laissez aller,’’ the protest 
of the French merchants against excessive govern- 
ment steering, became the last word in an economic 
philosophy, or rather the negation of a philosophy. 

Laissez faire had gone to seed, and its fruit was 
ashes. The political economy which began with 
Adam Smith to consider of the “‘ wealth of nations ”’ 
had degenerated into speculations upon the probable 
conduct of hypothetical economic atoms, under the 
operation of forces beyond their control. 

Have we not here a sufficient explanation of the 
fact that political economy had become, in the esti- 


mation of the average citizen, an empty and useless’ 


pseudo-science? Such, let me now assume, was the 
prevailing public opinion up to the time of the slave- 
holders’ rebellion, and will continue to be that of the 
generation which had then reached adolescence and 
passed out of the schools. 

I do not need to inform this audience that upon 
this darkness a day star bas already risen, and that 
a new political economy has been born, of which we 
may cherish moderate, but well-grounded hopes. 

In venturing to offer some considerations upon 
this new economy, I do not presume to assume the 
attitude of an instructor of my colleagues. That 
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position might, indeed, be taken by some of them, 
especially of the younger class, who, beginning their 
education since specializing became the fashion, have 


‘been able to devote themselves to economic studies 


under the best masters, home and foreign, uninter- 
rupted by the excitements of campaigns and battles, 
the cares and risks of business, and the exacting 
duties of executive positions. 

Permit me, under the circumstances which have 
unhappily deprived us of the presence of our distin- 
guished chief and his honored second in command, 
and have devolved the present duty upon another, 
permit me to undertake the more modest task of 
gathering up and giving expression to what may be 
a common sentiment of the Association. Such a ser- 
vice, well performed, and receiving the approval or 
acquiescence of the body, would not, I am sure, be 
of inferior value as a kind of proclamation to the 
public, whom we so much desire to influence, of the 
present state and prospect of our science. 

The new political economy is not a branch of moral 
philosophy; it is a branch and constituent of so- 
ciology—the science of the social man. 

This is our key note, our guiding star, our central 
governing idea. 

For the present purpose no fine definition of 
sociology seems essential. The free statement of one 
of our number, ‘‘sociology is the same thing as social 
science in its broadest acceptation,’’ indicates its 


scope and place. But I hope to be better under- 
stood and find my suggestions the more kindly enter- 
tained by directing your minds to the carefully elab- 
orated description of another colleague. 
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‘‘Sociology,’’ says Professor Giddings, ‘‘is an 
attempt to account for the origin, growth, structure 
and activities of human society by the operation of 
biogenetic and psychogenetic causes in a process of 
evolution.”’ 

The location of political economy in the province 
of sociology involves consequences of the greatest 
moment. 

At the first glance the object of economic investi- 
gation is seen to be the actual behavior of human 
society as it passes before us, posted at the economic 
standpoint, in historical review; not the possible 
behavior of abstract economic atoms acting under 
supposed conditions, which may never have existed. 

There is no longer any concern about ‘‘the econ- 
omic man,’’ there being no economic man separated 
from the living human creature as he stands in 
actual relations to the social and political groups in 
which he exists and to the natural world about him. 
His whole life, his in-comings and outgoings, his 
down-sittings and up-risings, are economic. Family, 
school, social resorts and pleasures; religion, with its 
temples, priesthood, music, rituals, holidays and 
fasts form the ground and motives of wide reaching 
economic activities. So also does the political life of 
a people, with its constitutions, statutes, elections, 
caucuses and campaigns. Some curious computer 
makes out the cost of electing a President for these 
United States to be four hundred millions of dollars. 

The springs and motions of economic activity lie, 
then, in the whole complex life of a people. Subject 
to the conditions of nature, men do and get what 
they desire to do and get. The primary question in 
economics is, What are the needs, wants and desires ; 











24 The New Economics. 


of a people? In the new economy that has begun to 
be, the topic of consumption, by Mill entirely shut 
out of the science, and by most unduly subordinated, 
will have the leading chapters. 

‘‘Consumption,”’ said Jevons, prophetically, ‘is 
the dynamics of political economy.’ To write politi- 
cal economy without founding it on a discussion of 
the needs, wants and desires of men, is like ‘‘mak- 
ing watches without mainsprings,’’ to borrow a 
figure which Lowell applied to socialism. 

The assignment of economics to the domain of 
social science has a decisive effect on the choice of 
method. I have no quarrel with those, who, follow- 
ing a high authority, hold that there is but one 
method of reasoning, but will assume that a certain 
polarity in the reasoning faculty and its operations 
has given good ground for the traditional doctrine of 
two logical methods. 

It will be admitted here that the deductive method 
was overworked by those early economists who re- 
garded and taught their science as a branch of moral 
philosophy, and it is no slander to say that most of 
their successors have followed their example. The 
political economy which undertakes to account 
. for any part of the activities of human society 

cannot begin with postulates nor continue by deduc- 
tion. It must begin with observation and record. 
Hypothesis must succeed hypothesis until generali- 
zations are reached which satisfy the understanding. 

Here it may be said that happily some of the pos- 
tulates of the old economy, embodying a blind but 
true common sense, correspond to such generaliza- 
tions, however much and often they have been mis- 
taken for universal truths, antecedent, as it were, to 
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experience. The main vice and error has been in 
considering the canon of economic doctrine closed, 
and the work of observation and record superfluous. 

Here, however, justice requires that allowance be 
made. 

The social sciences can flourish and develop only on’ 
a soil prepared by the statistician. Sir William Petty 
and Arthur Young understood and appreciated the im- 
portance of ‘political arithmetic’’ as clearly as any 
of their successors, but only meagre collections were 
possible in their times. It is no fault of the political 
economist that he has had to await those develop- 
ments of science and the arts and the political enlight- 
enment which are making statistics possible. So 
long as observations were of men and things in the 
lump and on the wing, generalizations were, and had 
to be, casual and uncertain. 

We have yet, I fear, long to wait, but statistics 
will at length give to political economy the character 
of a quantitative science, in some degree at least. It 
may some day become impossible for two distin- 
guished senators, discussing an economic question, to 
make distinctly opposite statements in regard to the 
same state of facts, as has lately happened. A mod- 
ern free state must, of course, and from the first, 
establish and put into operation its revenue, admin- 
istrative and police functions. The very next thing, 
in my judgment, should be the organization of its 
statistical establishment. The people should demand 
the opening of a great people’s intelligence office, to 
collect and diffuse the results of their economic his- 
tory as it is made from day to day, for the advan- 
tage of all. 
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Much good may follow the enactment and enforce- 
ment, if that be possible, of anti-option laws, but 
the surer, if slower, way to make the gambling spec- 
ulator impossible or harmless is to furnish to the 
people at large the information which he has hereto- 
fore been able to engross. 

There ought to be no delay on the part of Congress 
in merging existing elements into a national depart- 
ment of statistics, and placing at the head of it the 
one man, whose name is already on your lips, and 
whose life will, I trust, be spared to train more than 
one disciple fitted to carry on the work which he 
has pioneered. 

The national department of statistics should em- 
brace all branches of industry and trade, and all the 
great phases of the life of the people, their numbers, 
movements, accessions, diminutions, crimes, diseases 
and all economic movements and phenomena capable 
of enumeration. 

Other civilized nations have entered on this work, 
and the results have formed the basis of valuable 
economic generalizations. It seems to me that this 
Association could perform no service so great for our 
country as to unite in an effort to secure the early 
enactment of a comprehensive statistical code. 

As a constituent of sociology, political economy 
will be a progressive, ever-developing science. 

Romney Leigh thought he could write the formula 
of the universe on his thumb nail. Some political 
economists have attempted the construction of sys- 
tems which should be good for all times, peoples and 
conditions. 

Human society is too vast, too varied, too change- 
ful to be gathered up and summarized by a catena 














nv 


The New Economics. 2% 


of formulas and definitions. History is a succession 
of tragedies, and at first glance the kaleidoscope 
would seem a fit illustration of the changes and 
chances of this mortal life. But a larger, clearer, 
steadier view reveals a great onward course of 
humanity. Savagery gives way to barbarism, bar- 
barism is succeeded by civilization, which mounts 
in a long series of ascending grades. The human 
mind expands, outgrowing old superstitions and 
institutions, to embrace larger and nobler things. 
Sacrifices of men and beasts, polygamy, slavery, 
have mostly disappeared. War remains, and for 
ages is likely to continue to be the dearest em- 
ployment of mankind, but needless, wanton killing 
is now, under international law, held to be murder, 
and the idea of a federation of nations, whose dis- 
putes shall be settled by peaceful arbitrament, is 
something more than an idle dream. 

The world moves. As human society changes and 
advances our knowledge must and will conform to 
each successive stage and plane. Economics must 
partake in the general movement, and explain the 
economic activities of mankind, as they appear in 
its successive levels of ascent. Ido not mean that 
there is to be a constant state of revolution, but that 
the science shall always be subject to modification 
and amendment. It may be likened to the card cat- 
alogue of a library, which at every moment registers 
and classifies the collections, and is also at every 
moment capable of enrichment by the insertion of 
new titles. 

I turn now to another consequence of the assign- 
ment of economics to the domain of sociology, which 
is cardinal. The discussion I desire to offer will be 
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in some degree corrective of statements already 
made, whose immediate effect I hesitated to weaken 
by limitation and concession. 

In a brief paper which was accorded a reading at 
a previous meeting of this Association, the sugges- 
tion was made that the relations of human society 
fall into three natural subdivisions, the social, the 
industrial and the jural or political. This triple 
analysis seems to be exhaustive, and each category 
logically exclusive of the other two. Still, it needs 
ever to be born in mind that in the world of fact 
these relations blend, and interlace, and interfuse in- 
terminably. 

The economist, donning the philosopher’s magic 
spectacles, seeks to isolate from the maze the indus- 
trial relations. The wonderful glasses do enable 
him to do this, but only to show them on a back- 
ground of the other relations; and this background, 
if I may be permitted to work the optical figure with 
some freedom, is double, according as the industrial 
group is tinted on the one hand by the social, on the 
other by the jural or political. The field of view ex- 
hibits, therefore, two limbs or hemispheres—the 
socio-economic and the politico-economic. 

This dichotomy seems to me to be fundamental in 
political economy. 

The history of economig doctrine shows these two 
hemispheres to have been recognized, but alterna- 
tively or successively, not as co-existing and uniting 
on a median line to form a complete body. 

The political economy of the Greeks was precisely 
what the terms ‘‘oikonomia politike’’ import, the 
housekeeping of the city-state, and well up to the 
middle of the eighteenth century political economy 
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remained what the Greeks had named it, the economy 
of state. By this time the principles of the reforma- 
tion and the effect of the great inventions which, by 
providential disposition, accompanied that great rev- 
olution, had been worked out. Knowledge was open 
to all, general ideas had multiplied and spread, and 
the human mind, after long ages of repression, had 
asserted its divine right with an inconceivable 
audaéity. 

In that era of emancipation came the French 
‘«Economistes,’’ whose mission and province it was 
to discover a new world in economics. Quesnay, 
Mirabeau, Gournay and Turgot, revealed the socio- 
economic hemisphere which had lain in impenetrable 
shadow. They showed and taught that, independently 
of political arrangements, men could, and in fact 
did, set themselves to work, did choose their callings, 
determine the amount of their productions, and by 
free exchanges supply themselves with the innumer- 
able commodities and services ministering to civil- 
ized life. But the momentum of reaction carried the 
physiocrats, especially the radical wing, to the ex- 
treme of attempting to formulate a political economy 
from which the state should be excluded. They shut 
their eyes to the politico-economic hemisphere. 

It was not, however, the theorizing of the French 
Economistes which wrought the demolition of the 
mercantile school. It was Adam Smith who laid 
that perishable fabric in ruin. But Smith did not 
accomplish that work with weapons he had found in 
the physiocratic arsenals of Paris when he was the 
guest of Turgot. 

He attacked that system as a public economist, 
entitling his immortal work ‘Of the Nature and the 
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Causes of the Wealth of Nations.’’ His argument 
was an inductive one, involving a profound and ex- 
haustive study of European institutions. Whoever 
reads Adam Smith understandingly must needs 
know the world of his day, and that is what makes 
the reading of the ‘Wealth of Nations” such hard 
work to most of us. His object was to show that 
the mercantile system was bad public economy, and 
so proven by its actual operations and results. He 
had no idea of proposing a scheme of socio-econ- 
omics, from which the state should be excluded. I 
think it may be claimed for Adam Smith that he was 
pre-eminently a public economist. But he was not 
so understood by his French and English successors, 
filled and inspired with the philosophizing atmos- 
phere of the eighteenth century. Under their 
manipulations the science of economics took a ‘‘set’’ 
and shape, which it has maintained to this day. 
Socio-economic questions have almost completely en- 
grossed the attention of its teachers and students. 

My contention is for the recognition and develop- 
ment of a science of public economy. 

It is time to suffer our eyes, so long color-blinded, to 
behold the politico-economic hemisphere, which has 
all the while lain before them, but unseen. It is this 
one-sided development of economics which has 
placed its devotees at a disadvantage, and so often 
rendered them unwise for counsel and helpless for 
action, in public affairs. Coming forward in great 
economic crises involving the nation, with generali- 
ties germane to private economy, but having no 
application to state affairs, is it any wonder that the 
political economist has been regarded as a harmless 
man of medicine bags and incantations ? 
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No fault can be found that a whole century has 
gone to the upbuilding of a system of socio-economics 
which mercantilism had overlaid or crowded out. 
But it is time to understand that the deserved over- 
throw of mercantilism did not necessarily involve 
the extinction of all public economy. 

It is highly important, also, in the restoration of 
public economy to its proper place and function, 
that no extreme lurch be made to dislodge social 
economy from its just position, as some eminent 
Americans have proposed. The main thing for the 
present is that public economy be recognized as one 
hemisphere, which, together with its fellow, will 
complete the full-orbed science. 

If this shall be done by this Association, and by the 


universities, public economy will make its way and. 


do its work. The press will soon spread the leaven, 
and the serious thinking public will read, mark and 
learn. And after a long time the great unthinking 
public will come to understand that there are two 
sides to political economy—that on the one side, its de- 
votees are concerned with value, rent, profits, divis- 
ion of labor and the like; on the other, with revenue 
and taxation, money, roads and tranportation, public 
schools, land laws and policy, and such like. 

It is a matter of congratulation that the distinc- 
tion which needs so much to become explicit has 
already been implicitly illustrated by a considerable 
number of our younger American economists, to 
whose diligence and enterprise the publications of 
this Association bear ample testimony. A rough 
count shows that about one-half of our papers relate 
to questions of public economy. We seem already 
to have made some impression on the public. One 
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of our members has been called to assist in framing 
a system of taxation; a second to assist the national 
railway commission; a third to give testimony in a 
case involving municipal ownership of gas works. 

There is a well-established ‘‘movement’’ in our 
country in the line of public economy. For this we 
are, without doubt, much indebted to the German 
economists, to whose instruction many young Ameri- 
cans have of late years resorted. The Germans, 
however much tinctured with what they call «‘Smith- 
ianismus,’’ have preserved the title of ‘National 
Economy,’ and constantly apply the historical 
method. 

In the new economics to be developed by methods 
appropriate to sociological investigations, we have, I 
believe, reason to expect the evolution of a true 
science. Whoever thinks of the present uncertainty 
of definitions, to say nothing of our disagreements 
as to conclusions, cannot fail to welcome any reason- 
able experiment along new lines. Your committee 
on economic theory not long ago undertook the task 
of seeking a definition of political economy itself, 
and one of its members prepared a long and able 
report, which collated the formule of the books into 
genera and species, but effected no final reduction. 

In regard to the fundamental doctrines of value, we 
are still at sea. The topic will be ably discussed at 
this meeting, and I trust some new light will be 
opened on the dark subject. 

This uncertainty as to the definition of value, puts 
economists into the amusing position of that graduate 
of a commercial college, who professed absolute pro- 
ficiency in the art of book-keeping, with the trifling 
exception that he did not see the sense in placing the 
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the abbreviations “Dr.” and «Cr.”’ at the tops of 
the alternate pages. 

We are perhaps less agreed as to the true nature 
of profits, and as to rent and interest the economic 
world has not been so much convulsed as at the pres- 
ent time. One thing is certain, that if these funda- 
mental conceptions are ever to be rightly apprehended 
and truthfully formulated, it will be after diligent 
study of the actual industrial activities of human 
societies, by right methods. Meanwhile those of us 
who are instructors will be wise if we caution our 
students to make no extravagant claims for a science 
still in formative condition, and which will always 
be rather explanatory than prophetic. 

But our interest is not wholly in the establishment 
of true and consistent economic theory. I am sure 
it will continue to be the ambition of this Association 
to contribute to the solution of those economic issues 
which present themselves to the American people; 
questions of their public economy, to be decided by 
votes. 

Since the close of the formative era of our national 
life, say with Monroe’s administration, all the great 
national issues have been economic. So was the 
tariff, the slavery question, at bottom, and the various 
monetary questions that have arisen, culminating in 
the <‘silver question’’ of to-day.” 

Such issues multiply upon us. The platform of a 
reform party lately contained more than twenty 
planks, all but two or three economic planks. The 
issues of the pending campaign are purely economic 
in their nature, and it is indeed pitiable that our sci- 
ence is in such a state and in such repute that it can 
contribute but slightly to the decision. 
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Our political managers appeal to the interests of 
individuals, classes, and sections to resolve questions 
which science ought to decide for all. 

The time does not allow, and I willingly avoid, the 
enumeration of the exasperating questions of public 
economy which are in, or are to be in, American poli- 
tics—questions of immigration, money, taxation, rail- 
ways, telegraphs, roads, pauperism, corporations and 
so on. The claim which the country has upon her 
economists may be sufficiently illustrated by two 
special and one general consideration, to which I 
will but briefly refer. 

The first is that of land. The public land policy of 
the nation has had for its central idea that of getting 
the arable lands of the country into the possession of 
small holders, themselves the cultivators. To this 
policy is due, without doubt, in great part, the 
wealth, intelligence and happiness of our rural peo- 
ple. But there is a cloud hardly as big as a man’s 
hand now rising on this peaceful horizon—the begin- 
ning of a process which tends to supplant the tradi- 
tional American small holding by the bonanza farm, 
owned by a corporation, and worked by hirelings. 
The ‘‘promoter”’ is already showing his skillful hand 
in the exploitation of capital and labor upon land. 
The danger referred to is all the more threatening 
in view of the revolution which electricity is likely 
to work in agriculture. 

Our public land policy has made but slight account 
of lands not arable. The vast mineral deposits of 
the country—vast beyond imagination—were simply 
left to be the prey of the adventurous and lucky pros- 
pector. That simple plan served well enough when 
it applied to the inconsiderable deposits of the Atlan- 
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tic sea-board, before stone coal had been utilized for 
fuel. It is not working so equitably in these days 
when a few millionaires, under protection of laws 
adapted to a state which knew not millionaires, nor 
corporations, nor promoters, are permitted to seize, 
and without rendering any substantial equivalent, to 
engross the untold wealth stored up in the primitive 
formations which environ Lake Superior and form 
the mountain masses of the great West of to-day. 

The ‘laws of trade”’ are a stale and exasperating 
joke to the millions of people, using the anthracite 
coal of the Alleghanies, when they know that the 
price of such fuel is or may be fixed for them by a 
clique of a half dozen ‘‘magnates’”’. 

The same kind of thing is going on with our re- 
maining forest lands. Under the operation of laws 
intended to protect and foster actual settlement and 
the establishment of homes and home industries, the. 
jumbering corporations are acquiring title to vast 
provinces of timber lands, and have already formed 
the combinations which enable them to dictate prices 
to consumers. 

A further instance of the operation of the land 
policy, adapted to out-grown conditions, is found in 
the arid lands of the great West. These lands are 
not infertile; they only need the water now running 
to waste down the mountain ravines and canons to 
produce with an abundance and a regularity marvel- 
ous in the eyes of the eastern farmer, whose rainfall 
may fail him when failure is ruin, or drown out his 
crops with ill-timed generosity. The law of supply 
and demand does not offer any promising solution 
of the problem of impounding and distributing these 
life and wealth-giving waters. A statute of the state 
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of Montana, granting title to the man who first dams 
up and leads away for irrigating purposes the waters 
of a stream, has already begotten a wilderness of 
law suits, to the great comfort of Montana attorneys, 
but also to the sorrow and cost of Montana farmers. 
I can barely mention here, as an item of kindred 
interest, the engrossing of vast ranges of pasture 
lands in the western mountain regions by ‘combines’ 
of ranchmen, who buy up slight fringes of lands 
along the water courses. 
Need more be said to show that a new and juster 
public policy of land must be devised and established ? 
Next to the land policy (and perhaps next above, 
rather than next below) stands the labor policy of 
the nation. Laissez faire was good enough and sim- 
ple enough forty years ago, when ‘labor’’ meant the 
single hired man of the small farmer, or the little 
group of journeymen and apprentices, who wrought 
side by side with their master in the little shop of a 
small manufacturer; and when ‘capital’? meant the 
savings and pinchings of years of toil and self-denial. 
The arrival of large production, and the massing 
of vast capitals by exploitation, and the enormous 
increase of the labor force of the country from for- 
eign sources, has changed that idyllic state of things. 
In the changed condition of our industrial state, 
the relation of the individual workman to the great 
employing corporation—I venture to suggest—is not 
simply that of contract terminable at the caprice of 
either party. The conditions of free contracting 
fail; freedom of movement, wide and active compe- 
tition for labor between employers, the possession of 
a complete art or trade by the artisan. This is a hard 
proposition to demontrate, but its substantial truth is 
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felt deep in the hearts of thousands of toilers—and 
earnest friends of ‘‘labor,’’ viewing the disadvanta- 
geous situation of the modern artisan in large estab- 
lishments, endeavor to characterize it by the striking 
but extravagant term ‘‘wage-slavery.’’ For protec- 
tion and mutual aid labor long since resorted to its 
ancient device of combination, and the trades 
union came to stay as long as large production and 
large capitals shall last. No one who understands 
the history of economic movements can deny the 
great service wrought by labor organization. But 
for it «‘wage-slavery’’ would have become a fact, as it 
is now only a tendency. Nor will it, on the other 
hand, be denied that this service has been rendered 
at the cost of enormous self-caused sacrifices, and 
suffering among the laboring people, and great in- 
convenience and damage to general society. How 
often has industry been paralyzed, the peace 
broken, property destroyed, and blood shed, with- 
out justification and without beneficial result ? 

The labor question is no longer a question solely 
between employers and employees. It is a public 
question. When the hands in the Great Consolidated 
National Linch-pin Company strike, or the corpora- 
tion declares a lock-out, all the wagon wheels between 
the two oceans are liable to run off and leave mil- 
lions of passengers and mountains of merchandise 
by the wayside. 

The people will not indefinitely endure these stop- 
pages of the wheels of industry. It was long ago 
that general society said to warring social factions, 
‘‘Your private wars must cease, that peace and order 
may abide in the land.’’ Is not the time at hand 
when general society will be saying to the parties 
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in these great industrial conflicts: ««We cannot endure 
your quarrels and riots. They disturb everybody’s 
peace, bringing ruin to many and damage to all’’? 
Shall we not make every effort which ingenuity 
may suggest to work out a public policy of industry, 
which shall establish justice between the working 
man and his employer, and also ensure to society 
domestic tranquility ? In some of our states laws 
have been passed to regulate the party caucuses, 
thus bringing party politics under the operation 
of the law. On the same principle may not the 
law interpose to regulate trades unions and to 
restrain them within proper limits. There is no 
more sense in the stoppage of traffic on railway 
systems, because of disagreements as to working 
hours and wages than there would be in leaving 
steamers to drift in mid-ocean, because the crews 
did not like the flavor of their dunderfunk. 

Trades unions will at length come under the law 
and will be all the more beneficent for so doing. The 
suggestion, which is heard of late, that in some lines 
at least, membership be made obligatory, seems wor- 
thy of serious consideration. In working out a pub- 
lic policy of labor, the beginning might properly be 
made with some of those industries which have been 
engrossed by capitalistic combines, or are natural 
monopolies. Whenever a combination seizes upon 
such an industry, acquiring the natural deposits of 
material, the only right of way, and the whole plant 
of the business, rendering competition impossible, it 
has by those very acts ceased to be a private concern. 
It has made itself agent and trustee of the public, 
and subjected itself to public visitation and control. 
This is good common law. 
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The regulation of such industries would not need 
minute and incessant interference, provided the 
transactions be fully laid open to public view. Pub- 
licity would of itself check unconscionable profits, 
secure just treatment of workmen, and would 
go far to remove the suspicion, now more widely 
cherished among our working people than is com- 
monly supposed, that capitalists are enjoying palaces 
and yachts, white parasols and elephants, on the 
‘unpaid labor’”’ of the poor. 

A brief moment only now remains for reference to 
a more general consideration which should stimulate 
the study of political economy. 

There is a large body of most earnest souls who 
despair of the economic amelioration of humanity on 
its present line of advance. Freedom of contract 
has, they say, found its logical outcome in the corpo- 
ration and trust, which annul competition. Individ- 
ualism in things economic has wrought the devil’s 
own ruin, and must give way—give way to socialism, 
by which they mean the collectivistic state, which 
state is to be sole proprietor, sole capitalist, sole em- 
ployer. 

Could such a state be organized and operated it 
would establish a most galling, suffocating, deaden- 
ing slavery. But it will never exist, except in the 
romances of amiable enthusiasts. 

For all that, there is good in socialism, when tem- 
pered and moderated by due admixture with indi- 
vidualism. The socialistic principle is capable of far 
wider application in human affairs than has yet been 
made, and will in the future be given a development 
in institutions which, could we foresee it, would 
surprise, perhaps alarm, us all. The modern division 
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of labor makes classes and individuals more depend- 
ent on one another than ever before. The problem 
for the economist of the future is that of so conserv- 
ing public interests as not to paralyze private energy ; 
to gain for society all the advantages of brotherhood 
without sapping and withering manhood. Brother- 
hood on the basis of manhood, the burden of Burns’ 
glorious song, is both the guiding principle and the 
final goal of human progress. 


‘*Then let us pray, that come it may 

As come it will for a’ that; 

That sense and worth, o’er a’ the earth, 
May bear the gree, and a’ that, 

For a’ that, and a’ that 
It’s comin’ yet for a’ that. 

When man to man the world o’er 
Shall brothers be for a’ that.’’ 
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Taxation and Public Ownership. 


Morning Session, August 24 and Afternoon Session, August 25. 


THE TAXATION OF PERSONAL PROPERTY AND THE FARMER. 


BY PROFESSOR 8. M. DICK, OF THE MISSOURI WESLEYAN COLLEGE. 


All writers and teachers dealing with the subject 
of taxation, so far as I know, are agreed that the 
American taxing system is faulty and ought to be 
reformed. 

Some of its worst defects are: It puts a premium on 
dishonesty; it is exceedingly complex; it tends to 
widen the breach already existing in society. There 
are two reasons why a reform is difficult to inaugu- 
rate: First, the rich men do not want it. Second, the 
farmers do not want it. 

Our present system is the system of a hundred 
years ago. At that time millionaires and monopolies 
were unknown to America. Our system was more 
nearly just then than it is possible for it to be now. 
Since new factors of wealth have been introduced, 
new methods of taxation are necessary. 

In 1826 the personal property in Ohio was nearly 
equal in value to the real estate. In 1889 the realty 
amounted to $1,213,645,052, while the personal prop- 
erty is listed at only $540,552,292. Assuming that 
the personal property is worth as much as the real, 
we have $673,092,760 of taxable personal property 
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bearing no portion of the public burden. In the city 
of Cincinnati in 1867 the personal property was val- 
ued at $68,412,285, and the real at $68,596,040, while 
in 1889 the real was valued at $129,956,980, and the 
personal at only $37,578,376. This apparent decrease 
of personal property is not limited to Cincinnati. 
The same is true in other large cities in Ohio. Per- 
sonal property, therefore, escapes taxation. The 
most logical basis for a system of local taxation is 
real estate. The taxation of mortgages is a question 
of great interest to the people of the United States, 
since the census of 1890 shows that there are 12,690,- 
152 families and 9,000,000 of mortgages in the United 
States. Mortgages, so far, have not been success- 
fully taxed. 

If taxation were on real estate alone in Ohio, those 
counties most given to farming would save, per 
annum, from fifteen to twenty per cent. of all the 
tax now paid for state purposes. 

Had real estate alone been taxed in 1891, and had 
the same amount of tax been required for state pur- 
poses that was demanded, the four counties containing 
the four largest cities in Ohio would have paid $147,- 
889.30 more than they did pay. The four cities would 
have paid much more than this and the farm hands 
in those counties would have saved a large per cent. 
of their tax. 

It is very evident from the facts ascertained in the 
investigation, that Ohio farmers would be largely 
the gainers if personal property were exempt from 
taxation. 


Discussion. 


Professor Seligman: I think we would all agree 
to the facts as presented in the paper. One or 
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two points struck me. There is a very common mis- 
apprehension of the statistics of valuation of per- 
sonal and real estate, given in the census and other 
financial reports. Wemay look at the property as Mr. 
Dick did, from the standpoint of the individual who 
owns it. His figures are then perfectly correct. On 
the other hand, if we look at property from the stand- _ 
point of national property, or social capital, the fig- 
ures are entirely different. In the former case we 
would be counting property three or four times over. 
We count, for instance, a piece of real estate as being 
so much real estate, then count a mortgage as being 
so much personal property. Therefore, if a farmer 
mortgage his property to the full amount of his value 
we are increasing property one hundred per cent. 
Many statistics fail to make this distinction. 

The other point to which I would allude is this: 
Mr. Dick maintained, and his thought is perhaps in 
harmony with that of a large number of tax reformers 
in this country, that the best basis, or at least a very 
good basis for local taxation would be real property. 
Henry George goes one step further, and maintains 
that the basis should be land exclusive of improve- 
ments. My objection is that, while the plan has 
many advantages of ease and convenience of collec- 
tion, and of non-inducement to fraud, it fails of 
equality and uniformity. There is no doubt that 
after all the contests over principles of taxation, 
modern science has settled down on a taxation ac- 
cording to ability and means rather than on a taxa- 
ation according to benefits, thoughitis true that in local 
taxation this principle must be modified somewhat 
by the principle of benefits to the individual and his 
property. As real property has a large share of the 
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benefits of state and municipal protection, it ought to 
bear a large share of the taxation. It is hopeless to 
suppose that the farmers of this country will ever 
consent to abolish the tax on personal property unless 
we replace it by something which will reach the 
bondholders, and tax the holders of millions who did 
not get their wealth from real estate. No system 
of local taxation can be worked out without taking 
into account the general state and national taxation 
system, all three systems trying to get at the faculty 
of the individual. 

Professor Dick: I have used no figures taken from 
the census reports. I took all figures myself from the 
tax duplicates in the auditor’s office. I will also say 
in regard to the second point that Dr. Seligman has 
made, and I fully agree with him in that matter, that 
when I was invited to read this paper I thought I had 
an hour. The first half hour I devoted to the sub- 
ject as you have it; in the second half hour I hoped 
to discuss the very problem that Dr. Seligman has 
spoken of. 

Hon. Joseph D. Weeks: Do you consider those 
figures correct? 

Professor Dick: No, sir; I do not think that they 
represent actual value. 

Mr. Weeks: That was what I understood Dr. Sel- 
igman to say, that they did not exactly represent the 
actual value of personal and real estate. In Penn- 
sylvania our state taxation is derived entirely from 
corporations and licenses and a small tax on personal 
property in credits, mortgages, etc. We find when 
we examine the tax duplicates that though we have 
tried to get at actual valuation in certain instances, 
the assessed valuation in rural counties is nearly cor- 
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rect, whereas in manufacturing counties the assessed 
valuation is very much under the real value. Take 
the two counties of Green and Huntingdon: Green 
is purely agricultural, Huntingdon is maufacturing, 
with mills and coal mines, etc. Huntingdon has 
also about a third more acreage than Green, yet 
on the tax duplicates for 1889 Green was assessed at 
something like $14,000,000, while Huntingdon was 
assessed at $4,000,000. We have no state board of 
equalization. It seems to me that Professor Dick is 
dealing with the farmer as a class and with the man 
in the city as a class. While it may be true that 
farmers as a class would pay a smaller tax under the 
taxation of real estate instead of personal property, 
how would it be with the individual farmer? Does not 
the tax on personal property somewhat diminish the 
tax that would fall on the individual farmer, on ac- 
count of his real estate ? 

Professor Dick: In Medina county and in Portage 
county, the entire state tax was paid by the farmers. 
In one of those counties less than ten per cent. of the 
property isin town lots. That county would save just 
$10,000 in actual money by the exclusive taxation of 
real estate, and it would be saved to the farmers and 
tono one else. You would have to increase the state 
levy to get the same amount of tax, but the increase 
would come from the cities and not from the farm- 
ers. The saving of the farmers would be vastly 
greater than their increase. 

Mr. Weeks: That personal property might be held 
by the farmers, or it might not be. As to the mort- 
gages that you spoke of, on some 75 per cent. of all 
the homes, the mortgages are not held by the farm- 
ers and they would not have to pay the tax on the 
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mortgages directly under the present system; whereas 
in the other system the tax the farmer individually 
would have to pay would, it seems to me, be increased. 

Professor Dick: That would be true if personal 
property were taxed one hundred cents on the dollar; 
but the truth is, personal property is not taxed more 
than 25 per cent. Thus part of the property escapes 
taxation, while all the personal property of the 
farmer catches the eye of the assessor. 

Professor Knight: Do I understand that real estate 
is assessed more than 25 per cent. in Ohio, for 
instance. 

Professor Dick: In my judgment real estate is 
assessed at a little more than 50 per cent. So far as 
the principle is concerned, if real estate is assessed at 
25 percent. then personal property is assessed at less 
than 124 per cent., because personal property is 
assessed at less than one-half as much in the state as 
real estate, while there is not a single doubt that 
personal property is worth more than the real estate 
in Ohio. 

Mr. Weeks: The farmer class, as a rule, does not 
own the credits and mortgages that are taxed, and 
the personal property in the state of Ohio. The tax 
that comes off that personal property has to go on 
real estate, and I think it will increase the tax on the 
farmer because his real estate will have to pay it, 
while personal property, not largely held by the 
farmer but by other people, will be exempt from tax- 
ation. 
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A New Canon or TAXATION. 


BY PROFESSOR E. A. ROSS, OF CORNELL UNIVERSITY. 


The direct effects of a tax are two and only two, 
viz.: Productiveness and prohibitiveness. These 
two are complementary, mutually exclusive, and to- 
gether comprise all the effects of a tax. That this is 
true appears from an analysis of the real nature of a 
tax. 

Every tax is imposed upon a basis; that is, upon 
some person, act, thing or condition. Let the com- 
mon term for these be phenomenon. Then the tax 
may be said to depend upon the phenomena. The 
phenomenon singled out for taxation is the signal 
for a contribution. Now to the state the cause of a 
compulsory contribution is the need of the treasury; 
the phenomenon is but the occasion. But to the in- 
dividual the taxed phenomenon cannot appear other- 
wise than as the cause of the enforced contribution. 
The payment is the effect. No phenomenon, no pay- 
ment. 

Again, from the social point of view a tax isa 
good thing, inasmuch as the benefits of government 
normally far outweigh the cost. But to the indi- 
vidual his tax must appear as a burden, since his en- 
joyment of civil order is but infinitesimally condi- 
tioned by his particular contribution. 

From the above it appears that the imposition of a 
tax is hostile to the taxed phenomena. But whether 
the phenomena will actually disappear through dread 
of the tax depends upon the margin of net satisfac- 
tion they yield. When this is broad the phenomena 
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will persist; when this is narrow they will not per- 
sist. These two cases give rise to the two classes of 
effects—productive and prohibitive. 

The total burden of a tax appears not simply in 
what it produces, but also in what it prohibits. This 
fact has been almost entirely overlooked in the liter- 
ature of taxation. The obstructiveness and oppres- 
siveness of early taxation was felt rather than ex- 
plained. It now appears that their evil was due 
mainly to their prohibitive effects. 

All social taxes depend upon their prohibitiveness. 
Prohibitive workings, then, are justified for such pur- 
poses. But in any other species of tax they are op- 
pressive, wasteful and ruinous. The canon of 
administrative economy laid down by Adam Smith 
needs to be supplemented by anew canon—the canon 
of social economy. The formula for this is: A tax for 
purposes of revenue should have the least possible pro- 
hibitive effects. 


Discussion. 


Mr. Lester F. Ward: I have been particularly 
struck with the high ground Dr. Ross takes in his 
statement. The ordinary idea of a tax is, of course, 
to raise revenue; and it is only occasionally that 
the notion of a tax doing anything else enters into 
the mind. Dr. Ross makes bold to place the pro- 
hibitive value of a tax first and its protective value 
second. I think this is the point of view that de- 
serves serious consideration. It seems to me to 
be a factor in the progress of mankind that we look 
more and more into the ultimate effects of social 
phenomena and not so much into their immediate 
effects. I would suggest that his word ‘ prohibi- 
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tive’’ is not in all respects the exact term. Long 
ago I used for this same principle the word ‘‘attrac- 
tive,’’ and I think that when we consider it in its 
widest aspects that adjective will be seen to be 
exceedingly appropriate. A social prohibitive tax, 
according to Dr. Ross’s definition, is one which is 
levied for the purpose of inducing those who are 
subject to it to act in a certain way, which is foreseen 
by the taxing power to be for the benefit of society. 
This is a truly scientific action on the part of the 
state. It does not differ in the slightest respect, so 
far as I can see, from the methods adopted by the 
physicist in the laboratory to influence physical 
phenomena and cause the forces of nature to flow in 
useful directions. I regard this paper as a study in 
practical and scientific sociology. It is worthy of 
consideration that the Economic Association should 
take these high grounds and cast a glance over the 
broader field to see what prospect there is that we 
shall some time rise to a position to treat social 
phenomena in the way that science treats physical 
phenomena. 

Mr. Frederick B. Hawley: I would like to say a 
word on the prohibitive effect of taxation on accu- 
mulation. Take a given labor force at any time and 
it will enjoy certain revenues due to wages, or to 
rents and wages and profits. If the law taxes a 
product made up entirely of the product of capital it 
restricts the accumulation of capital, because we 
raise the relative price of some product of capital. 
The capital force has to have a motive for accumula- 
tion. If you do anything to increase the field for 
investment of capital, in a few years the country 
will have more capital. The prevailing tax on real 
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estate that falls on the occupier has that effect. If 
we throw taxes on capital we decrease accumulation, 
and the effect of decreasing accumulation is to de- 
crease the total revenue of the country. 


THE 'l'HEORY OF PROGRESSIVE TAXATION. 


BY PROFESSOR EDWIN R, A, SELIGMAN, OF COLUMBIA COLLEGE, 


The arguments that have been advanced in favor 
of progressive taxation may be grouped in two 
classes, socialistic and economic. The foremost 
scientific advocate of the socialistic theory is Wag- 
ner, with his doctrine of socio-political taxation. 
But Wagner’s doctrine is inadmissible. From the 
principle that the state may modify its strict fiscal 
policy by considerations of general national utility 
to the principle that it is the duty of the state to re- 
dress all inequalities of fortune, is a long and dan- 
gerous step. If this were one of the acknowledged 
functions of government it would be useless to con- 
struct any science of finance. It is, however, per- 
fectly possible absolutely to repudiate the socialistic 
theory of taxation, and yet advocate progression. 
For instance President Walker, with us, has fol- 
lowed several of the French writers in advocating 
the compensatory theory of progression, 7. e., that 
where differences of wealth are in a measure due to 
the state’s own acts of omission, compensation 
should be made therefor. But this theory is not 
convincing, being utterly useless as a standard. Of 
a similar character is the argument for ostensible 
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progression, 7. e., the progression in certain taxes as 
a counterpoise to the regression of other taxes. 

The real contest turns about the basis of taxation, 
the theory of benefits and the theory of ability. The 
old doctrine of taxation was that of benefits, and the 
natural conclusion was proportional taxation. This 
was soon modified by the introduction of the clear 
income theory. Furthermore, another class of 
writers absolutely repudiated the conclusion, hold- 
ing that benefits increased faster than property or 
income. But this was seen to be entirely false, and 
finally recent writers have utterly abandoned the 
basis of the theory itself. 

The advocates of the faculty theory at first drew 
the conclusion of proportional taxation, but grad- 
ually the clear income theory and the sacrifice theory 
were introduced, until, finally, the marginal utility 
theory of value was held to furnish an irrefragable 
proof of the necessity of progression. But recent 
Dutch writers have shown mathematically that the 
equality of the sacrifice theory cannot lead to any 
fixed rate of progression. Theoretically, however, 
progression may be upheld through an analysis of 
faculty, for faculty implies not only the conception 
of production, but the conception of consumption. 
While no definite rate can be pointed out as the 
ideally just rate, progression may be shown, on the 
whole, to be less unjust than proportion. 

From the practical point of view, however, we 
must notice the limitations on the theory arising 
from the facts of incidence, the nature of the actual 
tax system, and the relations of local to general 
taxation. While it is highly probable that the ends 
of justice would be more nearly subserved by some 
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approximation to a progressive scale, considerations 
of expediency, as well as uncertainty of the inter- 
relations between the various parts of the entire tax 
system, should tend to render us extremely cautious 
in advocating any general application of the prin- 
ciple. 


Discussion. 


Professor Bemis: May I ask Dr. Seligman about 
the particular way in which he would apply the 
tax. I know that Dr. Seligman believes that the 
income tax in this country will have to be applied 
otherwise than by a direct tax, in order to have the 
desired effect. 

Professor Seligman: By indirect income tax I mean 
a tax which reaches the income of the individual 
indirectly. This can be done in several ways, as 
through a tax on corporate investments, on assumed 
business profits as fixed approximately by outward 
signs, on rental values or occupancy taxes, etc. 

Professor Ross: There was one paragraph in my 
paper that I omitted, and I might mention it. There is 
one important social effect of the fiscal or productive 
tax. For the tax may be arranged to tap the upper 
levels or the lower levels of society, and precisely to 
the degree it does so, it brings about social changes. 
And I went on to say that where democracies have 
introduced progressive taxation there is a mighty in- 
fluence at work to extend the functions of the state. 

Professor Farnam: There is no greater diffi- 
culty in applying progressive than proportional 
taxation, especially in our own country. There are 
difficulties on account of the fact that the income 
of individuals is taxed through the corporations. 
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One can see at once that it is impossible under this 
method to take account of individual wealth. A 
corporation with a capital of $10,000,000 may be 
owned by 100,000 people, and one of $5,000,000 
may be owned by only two people. In a case like 
that it would be obviously very difficult to apply the 
progressive tax. 

Professor Ely: I would like to make one remark of 
practical rather than theoretical importance. I have 
had some practical experience in matters of taxation 
as a member of two tax commissions, one municipal 
and the other state. I found writers on taxation in 
this country, and writers on other economic topics, 
cautioning us to be very careful; and not to make 
progress too rapidly. I believe that there is no country 
so conservative as the United States. The danger is 
not that we shall go too rapidly, but that we shall 
not go at all. I believe, too, that there is no other 
country in the world where wealth has so great power 
as in the United States, and where the facilities for 
resisting anything hostile to wealth are so great. 


THE MUNICIPAL OWNERSHIP OF WATER WoRKS. 
BY M. N. BAKER. 


{Read in Abstract.] 


Water works afford the best subject for the study 
of the municipal ownership of public works, because 
at the close of 1890, of 1,878 works in the United 
States, 806, or 43 per cent., were owned by cities, 
while practically all other natural monopolies have 
been given over to private companies. 





56 Abstracts of Papers and Discussions. 


The first water works in the United States were 
built at Boston, in 1652, by the Water Works Com- 
pany. The second were built at Bethlehem, Pa., in 
1761, by Hans Christopher Christiansen. At the close 
of 1800, there were but sixteen works in operation, 
of which only one, at Winchester, Va., was owned by 
the public. Since 1x00 all but two of the private 
works then in existence have changed to public 
ownership. 

From 1811 to 1815, which includes the war period 
of 1812, and in the worst year of the late war, 1863, 
no works of either class were built. In the period 
1811-25 the six works built were all private, and 
during the civil war only four public, against twenty- 
two private works were built. At present, there is a 
strong tendency towards municipal ownership. 

Of the fifty largest cities of the United States, 
twenty-nine were formerly supplied by private com- 
panies, but at present, only ten of these cities have 
works wholly under public control. To 1890, there 
were sixty-six works which had changed from private 
to public ownership, against only fifteen which had 
made the opposite change. Since 1890 five works in 
Massachusetts alone have changed, or are now chang- 
ing to municipal control, and others will soon follow, 
while there have been no changes from public to 
private ownership. Kansas City, now supplied by a 
company, has voted to establish a plant of its own, 
but is meeting with strong opposition from the 
company. 

The average rates charged private consumers by 
430 companies, as shown by the ‘‘Manual of Ameri- 
can Water Works’ for 1889-90, were 43 per cent. 
higher than those charged by 318 cities for the same 
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service. A large part of this difference is due to the 
fact that many cities charge low rates, and make up 
the deficiencies in cost of service by general taxation. 
But a water works company enjoys an almost abso- 
lute monopoly and exists solely to make money, 
while municipal plants are designed primarily to 
serve the public, and if profits are made, they revert 
to the people. Therefore it is to be expected that 
water will cost more, on the average, when furnished 
by a company. 

Municipal indebtedness for water works is not 
classed with the other debts of cities, because water 
works are a source of revenue, and are a part of a 
city’s assets. 

Regarding the political corruption caused by muni- 
cipal ownership, it may be asked: If it were put sige 
by side with the corruption caused by seekers and 
owners of water works franchises, which would be 
most shameful? The scandal connected with the 
recent proposed purchase, by the city of Brooklyn, of 
the works of the Long Island Water Supply Com- 
pany, is still fresh in the minds of many. 

On the whole, public works seem to be quite as 
efficiently managed as private, while the public 
health is probably safer with works under municipal 
control. 


Discussion. 


Professor Ely: There is no better place in the coun- 
try so far as I know, to study the question of natural 
monopolies than Chautauqua county. Experiments 
have been in progress here for many years. The 
village of Westfield has an electric light plant; Fre- 
donia about a year ago put in an electric light plant; 
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Dunkirk, within twenty-five miles, has for several 
years owned an electric light plant which is operated 
very successfully. An ex-mayor of the city, William 
Buchstaver, told me that they had brought the cost 
down to ten cents per arc light of 2000 candle power 
per night. Many of us who have been there know 
that the service is most admirable. I think that there 
is no instance in which the municipal ownership and 
control has not improved the local service. I would 
like to commend that particular subject to those 
who are visiting from a distance. They can com- 
pare and see what the actual results have been, both 
social, political and economic. 


THE CINCINNATI SouTHERN Rartway: A Stupy IN 
MUNICIPAL ACTIVITY. 


BY MR. J. H. HOLLANDER, OF THE JOHNS HOPKINS UNIVERSITY. 


One of the most striking instances of the latent 
vigor of American municipal government is the con- 
struction of the Cincinnati Southern Railway, by the 
city of Cincinnati, for the purpose of fortifying its 
commercial position. The road extends from Cin- 
cinnati to Chattanooga, Tenn., a distance of 335 
miles, and was built at an expenditure of more than 
$18,000,000 and ten years of time, in default of pri- 
vate or state initiative. 

The history of the construction of the road isa 
narrative of difficulty after difficulty presented, and 
more or less successfully overcome, with a degree of 
courage and persistence almost unique in the experi- 
ence of American city administration. The work 
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involved not only the construction of a great railroad, 
through a region marked by unusual natural difficul- 
ties, but exhaustive preliminary surveys, legislative 
grants from Congress and three state legislatures, 
the negotiation of large bond issues, and the defense 
of successive enabling acts in continued litigation. 
The work was prosecuted under the direction of a 
board of five trustees, appointed by and responsible 
to the courts, and consisting of citizens of stirling 
integrity and large public spirit. Their activity was 
throughout characterized by strict fidelity, unusual 
business capacity and a high devotion to the public 
interest. It was deficient only in the absence of a 
practical engineer, thus necessitating an entire de- 
pendence in all matters involving technical skill upon 
the integrity of their chief subordinate. 

The road was opened in 1880 for through traffic, 
and in the following year was leased for a term of 
twenty-five vears to the Cincinnati, New Orleans and 
Texas Pacific Railroad, at a progressive rental aver- 
aging $1,080,000 per annum. The use of long term, 
high interest bonds, in the negotiation of the con- 
struction loans, without option of earlier redemption, 
has thus far prevented the road from becoming a 
source of municipal revenue. Its possibilities in this 
direction are, however, very great. The commercial 
purposes of the construction of the road have un- 
doubtedly been attained, and there is not a depart- 
ment of business in Cincinnati that has not been 
stimulated by the completion, and developed by the 
operation, of the road. 


Discussion. 


Professor Gray: In two or three places Mr. Hol- 
lander’s meaning was not clear to me. It did not 

















60 Abstracts of Papers and Discussions. 


appear to me that the road might not have been built 
by private enterprise. It did not appear to me that 
the case was sufficiently made out that the increased 
prosperity of the city was due to this road. Of course 
wherever there has been a good and successful road 
there has been an enormous increase of wealth and 
trade. 1 am not quite clear as to the future of the 
road and the actual benefit that is to come to the 
municipality if the road is to be owned by the city and 
perpetually leased. Furthermore the attempt to 
conduct the road so far in the future as the author 
proposes, as to rates, for instance, is likely to meet 
with a great deal of difficulty. It is a very difficult 
task to know what the rates ought to be in the future. 
I would suggest also that legislation under the Con- 
stitution of the United States is likely to vitiate the 
lease now that the United States is beginning to ex- 
ercise its rights to control affairs between the States. 

Professor Bemis: I might call attention to one 
other road in the South that was built and is still 
owned by public authorities, that from Atlanta to 
Chattanooga, which is owned by the state of Georgia 
and is leased. Not long ago the lease expired and 
was renewed at a great increase of rental. I was 
told, when in Atlanta recently, that in all probability 
the state would never think of selling, and that the 
financial returns would be more than sufficient to 
pay interest on the investment. 

Mr. Hollander: It seems to have been very clearly 
understood in Cincinnati that private capital never 
would build the road. An attempt was made by the 
merchants of Cincinnati to raise a bonus and give 
it toa company. Then an attempt was made to get 
the constitution amended to permit Cincinnati to 
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subscribe to a private corporation. Neither attempt 
was successful. So far as commercial advantage is 
concerned, anything like mathematical demonstra- 
tion is, I fear, impossible. But no man in Cincinnati 
unless he were influenced by some particular motive, 
I think, would hesitate to say that the road has paid 
for itself commercially. It has influenced the other 
railroad interests of the city. The perpetual lease 
was not a suggestion of mine but merely a recom- 
mendation made by the joint committee of the 
commercial bodies of the city, as the result of a very 
exhaustive inquiry as to the proper method of 
extending the lease. 








The Farmers’ Movement. 


Evening Session, August 24. 


Tue MOVEMENT IN THE NORTHERN STATES. 


BY PROFESSOR 8. C. WALKER, OF THE MASSACHUSETTS AGRICULTURAL COLLEGE. 


The farmers’ industry has increased the supply of 
agricultural products beyond the demand, with the 
consequent fall of price. Here is revealed the effi- 
cient cause of his pecuniary condition. The trouble, 
however, is not that the supply is too great, but that 
the demand is too little. The other producers have 
not kept up with the tiller of the soil. Of late the 
prices of many manufactures have fallen cor- 
respondingly, but this is offset by the fact that 
changed conditions of production force the farmer to 
buy many more tools, fertilizers and other necessaries 
than formerly, so that his total cost of production de- 
ducted from the market price of his product leaves 
him a smaller margin of profit than before. He 
finds that problems of distribution have not been 
satisfactorily solved. The farmers’ movement is 
the awakening of these sturdy citizens from en- 
grossment in manual labor to a sense of their duty, 
first to themselves and then to society. The moves 
ment may be slow, it may do much apparent dam- 
age, but it is irresistible, and though it may change 
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the looks of things, in the end its results will prove 
beneficial. (1) Organizations of farmers are now 
many and strong, and constantly increasing in num- 
bers, in their field of action, in usefulness and in 
power. (2) The movement is a widespread and 
powerful advance along all educational lines. Farm- 
ers are a unit in demanding the best education in 
everything pertaining to the science and art of 
agriculture, and to the knowledge and practice of 
manhood. (3) The movement is progressive along 
the line of codperation. In time organized and 
educated farmers will master the difficulties of co- 
Operation so far as it relates to agriculture. (4) Or- 
ganization, education, codperation have led to politi- 
cal action, within and without the old parties. From 
repeated failures farmers are learning how to take 
care of themselves politically. They press and en- 
force their demands patiently and persistently, meet- 
ing all attacks bravely, believing that wherein their 
claims may not be for the general good, the con- 
flict with the demands of others will modify and 
correct them. 


Discussion. 


Mr. J. P. Clark, of Jamestown: I am a farmer, 
and have spent all my life ona farm. I think it is 
an encouraging sign when trained minds give ex- 
pression to the very thoughts I have heard farmers 
themselves give expression to for fourteen years. I 
was secretary of the County Farmers’ Grange in this 
county for four years, and was a member for four- 
teen years. It is encouraging, at least to the 
farmers, to see trained minds taking up this matter 
in their behalf. 
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Professor Ross: I have heard these farmers’ move- 
ments ridiculed a great deal, and I want to present one 
or two thoughts to show how the subject looked to me 
when I was onafarm. The farmer usually reads a 
paper not published amidst the wheat fields, but by 
city men—usually the weekly edition of a metro- 
politan paper. That is one thing that makes him 
conservative. He gets his ideas from the city, and 
hence he is indoctrinated with the aims and politics 
of the city. The farmers, moreover, live in home- 
steads one-half of a mile apart, and, with American 
roads, they are the least likely of all classes of the 


population to coéperate. Moreover, the farmer has 


less leisure for discussing matters, and seeing 
whether he has any wrongs to right. He has not 
time. The farmer does not have a chance to look 
into these things. Yet to-day, in spite of the indoc- 
trination of metropolitan papers, of his isolation, 
conservatism, and his hard work, here comes this 
last movement. Is it simply a theory, or is there 
really some wrong prodding him? It seems to me 
that where there is so much smoke there must be 
some fire. I do not believe his complaint is all 
theory; it must rest on fact. 

Professor Ely: There are some interesting points of 
theory that might be mentioned in connection with 
the farmers’ movement. I think it contradicts some 
of the theories that have been found in the older 
economic treatises. We can find in many economic 
works the statement that the farmers will not com- 
bine with the wage-workers of the city on account 
of diversity of interests. But we do find such com- 
binations at the present time, the Farmers’ Alliance 
and the Knights of Labor. You will find it stated 
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in all the older treatises that the salvation of the 
country is the farming class, or the peasant class, 
because it is never revolutionary. It would be in- 
teresting to know to what extent the farmers 
actually endorse the platform of the People’s Party 
and the St. Louis platform. I think the farmers in 
the South who are members of the Farmers’ Alliance 
do thoroughly endorse these platforms. But the 
farmer in the North does not, especially the farmer 
in New England. The majority there would repudiate 
them altogether. Yet through the West and the 
Northwest there are many who do virtually maintain 
many of the points of these platforms. 

Mr. Weeks: I noticed that Professor Walker inti- 
mated, I think stated broadly, that the farmer bore 
more than his share of taxation. I never yet have 
seen proof. I do know that the farmer believes that 
he bears more than his share of taxation. He does 
not of state taxation in Pennsylvania, because he 
pays none. It is borne largely by corporations and 
by licenses and fees, etc. He pays practically noth- 
ing in Pennsylvania for state purposes. In regard 
to the reduction of the cost of transportation; never 
in the history of the world has the cost of anything 
been reduced as the cost of transportation from the 
West to the East has been in the last fifteen years. 
I think the average price received for the transpor- 
tation of freight over the Pennsylvania main line is 
something like 6-10 of a cent a ton a mile, but I am 
speaking only from memory. The cost of transpor- 
tation over some of the great railroads of the West 
is considerably less than one cent a ton a mile, whereas 
ten or fifteen years ago it was 24 centsatonamile. I 
am not as well versed in the transportation of grain 
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as I am of coal and iron, but I know that we are 
paying in Pennsylvania to-day three times the 
amount per ton per mile for the transportion of coal : 
and coke and iron that the farmers are paying for 
the transportation of grain. For coke that comes to 
Pittsburg we are paying considerably more than one 
cent per ton per mile, though the tonnage amounts 
to five, six, seven and eight millions of tons a year, 
on freight cars requiring no covering, whereas grain 
has to be put in and covered, and protected from the 
rain. I think the rate the Pennsylvania company 
charges on grain on its line is about one-third what 
we have to pay on coke in Pittsburg. I fully agree 
with Professor Ely, that what we want to get at is 
the facts. I believe that there is abundant ability and 
patriotism in our legislative halls to correct these 
evils when they are shown to exist. 

Mr. F. C. Waite: Though I was born and raised 
on a farm, I have not been able to believe that the 
farm is assessed at a larger per cent. of its value than 
city property. But it may happen that urban prop- 
erty in flush times rises faster than the realty of 
farms, whereas during our civil war at certain 
periods, the value of urban property sank out of 
existence. It was not so with the farms. The farms 
held their own, and held it until the mortgages were 
foreclosed, and then there was a fallin value. With 
the exception of these fluctuations I have never been 
able to find anything that indicated that the farmer 
pays a larger per cent. on his realty. But we hear it 
said and see it stated in our books on political econ- 
omy, especially in the foot notes, that the personalty 
in our cities is increasing much faster than it is in 
the country. May I say that that is one thing that 
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has never been proven. Bonds and stocks that rep- 
resent property that has actually been counted once 
I say nothing about. The personal property in the 
country is not, as far as I can find out, a smaller per 
cent. than the personal property in the cities. 

Professor Giddings: The farmer holds views of 
money, capital and interest, that most of us would 
pronounce fallacious, because he can not understand 
the economic principle that interest is not paid for 
the use of money, but is paid for the use of capital. 
In recent years the farmer has seen his troubles come 
upon him in concrete form in the shape of the mort- 
gage, the interest rate and the foreclosure. Many 
things have conspired to teach him that interest 
depends on. the volume of money. He reads that in 
Wall Street money loans for such and such rates of 
interest, and he is not likely to believe that the rate 
of interest spoken of has nothing to do with money. 
Not understanding that credit is something that has 
a great many causes back of it, he does not know why 
he should not have the same credit that the banker 
or the railroad president has. I think that economic 
misinformation (for which the very classes in society 
that now complain of the farmers’ misconceptions 
are largely responsible) has contributed much towards 
the present state of things. 

Professor Ely: I wish that we possessed more accu- 
rate and detailed information in regard to these low 
freight rates spoken of by Mr. Weeks. Are they 
offered to the ordinary man for the transportation of 
his freight, or are they rates which obtain only 
between the great centres like Chicago and New 
York for staple articles shipped by large dealers? I 
never have paid such freights anywhere in Europe as 
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I have paid in the United States. I had to pay $90 
for a car of furniture from Baltimore to Wisconsin, 
For the ordinary man living in a town of five or ten 
thousand inhabitants, I very much doubt if rates are 
low. I think that the rate of agricultural profit is 
often lower than the current rate of interest. If it is, 
have we not an explanation of a very large part of 
the distress of the farmer? If the farmer buys a 
farm for $5,000 and pays $2,000 down and gives a 
mortgage for the balance at six per cent. interest, and 
if the rate of agricultural profit is only four per cent. 
he has always to work against a rate of interest that 
is fifty per cent. greater than the rate of agricultural 
profit. Consequently he must live like a wage earner, 
not like a land owner. I believe that this explains 
the distress of the farmer to a very considerable 
extent, and that, if there were time, I could prove it. 

Mr. Weeks: A private individual gets a very much 
lower freight rate than he imagines. As & matter of 
curiosity I have been doing a little figuring on the 
statement of Dr. Ely of his freight from Baltimore 
to Madison. The distance from Baltimore to Madi- 
son is approximately 1,000 miles. <A rate of about 
one-half a cent a ton a mile, would amount to 
$100, and he only paid $90. I think that very much 
of the complaint about high freight rates will be 
found to come out in the same way. But I have not 
so much cared to show that prices are low as to 
answer Professor Walker’s assertion that the rail- 
road men have not met this problem. An engineer 
said some ten years ago that he hoped to see freight 
carried over the Pennsylvania road at a minimum 
rate of eight-tenths of a cent a ton a mile, and he 
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was laughed at. It is carried at six-tenths of a cent 
and will be carried lower. 

Professor Ely: Of course you must take into account 
terminal charges. 

Professor Ross: It seems to me that the arguments 
advanced have not touched the kernel of the farm- 
ers’ argument at all. He does not complain that 
rates are absolutely high; he insists that they are 
not proportionate to cost. They are levied on what 
the traffic will bear and the lowering has not been 
occasioned by desire to increase business. He in- 
sists that the prices of freight, no matter how low 
they have fallen, are not fixed by the of cost service 
and that there is still a large element of monopoly. 
It seems to me that a great cause of the farmers’ dif- 
ficulty is that he is selling at competitive prices and 
buying a great many things, including transporta- 
tion, at monopoly prices. There is no doubt that the 
actual capital invested in railroads in this country is 
earning a great deal higher interest than farm capital, 
9.4, per cent. Hudson asserts, while 4 per cent. is prob- 
ably a good return on agricultural capital. Now why 
are agricultural profits so low? It has been the policy 
of this government to help the man who will engage in 
agriculture for five years by tilling 160 acres of land. 
The land is given him as a bonus. The tendency 
has been to bring vast quantities of land rapidly 
under cultivation, irrespective of the demand for 
agricultural products, consequently we find pros- 
perity along the western fringe, but declining values 
in the interior of the country. 

Professor Walker: The farmeris pretty well assured 
that he pays more taxes than the merchant does. In 
the matter of freight rates the advantage of through 
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rates is for the middle men, but there is no such ad- 
vantage for the farmer from his barn to the market. 

Professor Commons: I should like to hear some 
mention made of what seems to me to be the im- 
portant development of the farmers’ movement, 
namely, the sub-treasury scheme. As far as my 
knowledge goes, that seems to me to be the most sci- 
entific plan put forward by any writer or thinker. 
As you know, the St. Louis platform provides for 
the depositing of the farmers’ goods in warehouses, 
and for his receiving loans on short time, which are 
to be paper money, legal tender. When the farmer 
is ready to pay his notes he can go and redeem his 
grain, returning his notes, which are kept by the 
government in store until the next crop comes. 
Does not that meet exactly the defect in our currency ? 
At that time of the year when the crops are harvested 
there is a great demand for money. All the money 
is in New York City. The farmer must pay high 
rates of interest because money is actually scarcer in 
the West than it is in the East. In Canada, where 
they have a different banking system, I believe it is 
not so. When this great demand for money arises 
in the West the effect is to force down the price of 
the products of the farm just when the farmers have 
goods to sell, it is claimed 40 per cent. They only 
get 60 per cent. of what they would get at other times 
of the year. The sub-treasury will give an elastic 
currency. I do not want to favor a scheme like this on 
my own responsibility, but the fact is that this very 
scheme is in operation, and has been for about six 
years, in Russia. It is not a new thing even in this 
country. In colonial times Maryland and Virginia 
had a sub-treasury plan. They had warehouses 
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where tobacco could be stored, and the farmer was 
given a certificate, which was legal tender through- 
out the colonies. It circulated as money, but it did 
not represent the faith of the government; it repre- 
sented goods which were stored, just what the farmer 
wants to-day. We leave out of account the ques- 
tion of administration—that seems to be the only 
weakness of the scheme. So far as the scientific 
principle is concerned, the plan provides for a per- 
fectly elastic medium, and it seems to me that the 
farmers have got the idea even if they do not know 
much about money. It seems a very curious idea, 
but I cannot see that it does not rest on a scientific 
basis. 

Professor Giddings: Perhaps I do not quite under- 
stand the sub-treasury scheme of Professor Commons, 
but I shall certainly admit that there may be a connec- 
tion between the volume of money in circulation and 
the rate of interest on short loans if the government 
is to step in and, through issues of legal tender, 
secured by crops, substitute its credit for the farmer’s 
individual credit. If the government is to give its 
credit to the farmer out and out, certainly the farmer 
ought to be able to get his money at a very low rate 
of interest. I think we shall all agree that the 
farmer has mixed his difficulties with his misunder- 
standings and made a pretty bad compound. 

As to the real difficulties themselves, it is my very 
strong conviction that most of them lie in the farmer, 
and I think the facts that have been brought out are 
very good proof of that conviction. We have been told 
in instance after instance how the farmer has been 
bled and fooled and fleeced. When is he to get 
the better of the other fellow? Why, throughout 
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these long years of his affliction, has he always 
come off worse in the contest? There must be some- 
thing wrong in his own make-up, some failing on his 
part to see what the conditions of life are. I am not 
saying that the farmer has no grievances. I think 
that he does not get the same freight rates that other 
men get, and that he is taxed more than other men 
are taxed. But there is a reason somewhere why, it 
he controls more votes than other men control, which 
we may suppose to be the fact, he is not able to cor- 
rect these evils. The failing is in himself. If you 
want to reach the root of the farmers’ difficulties, 
you will have to begin with the farmers’ minds. 
Professor Gray: This summer I chanced to be at a 
county-seat when the county board of equalization 
was equalizing the assessment of property. I hap- 
pened to know personally most of the members of 
the board. It chanced that two small cities in the 
county were largely of one political persuasion. The 
men who were from the city and used to city ways 
ran the board. One was a banker and the other one 
of the ablest of politicians. He had a great deal of 
conversation with one and another before the board 
came to order. They would approach the weakest 
member of the other party and prove to him that his 
township had been assessed too high. They said: 
‘We will vote to reduce your assessment if you will 
vote to reduce ours.”’ And with that slight reduc- 
tion in the county they got a great reduction on all 
the city property. That was the fault of the farmers! 
The party in the minority managed things. In the 
county seat they lowered the real estate 11 per cent. 
and the personal property 4 per cent. In the richest 
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agricultural county they increased the assessment 
24 per cent. 

Professor. Folwell: We are all aware of this dis- 
content of the farmer, and it has shown itself in a very 
marked degree in the Northwest. It dates a great 
way back, and is due to a great variety of causes, 
which have been mentioned by Professor Walker in 
a proper connection. There was an abundant period 
all over the Northwest in 1883-4-5, and we all got in 
debt. Thousands took up farms, and borrowed 
money to buy tools. Thousands of people spread 
over Dakota, and where there were acres of rolling 
prairie there are now hundreds of bushels of wheat 
for sale. There was real distress, and a considerable 
number of farmers had to give up their farms. 
When hard times fall on the farmer he has no re- 
course. He cannot pass the loss along to the next 
man. He is right against nature. 

Our farmers in Minnesota are Scandinavians. The 
first generation that went in from twenty-five to 
thirty years ago were only moderately intelligent. 
They were very poor and had to learn the language 
and to adapt themselves to our circumstances. They 
have changed very materially in the last fifteen years 
under an admirable system of public schools. Now 
the young Scandinavians are very bright and quick, 
and you will hear from some of them before very 
many years have passed. At the same time a great 
deal has been done for the education of the farmer 
by the farmers’ organizations, including the Patrons 
of Husbandry, which have had very able papers in 
the Northwest. So the farmers have been waking up 
in the Northwest in the last fifteen or twenty years at 
a very unexpected rate, and, feeling the hard times, 
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they have felt that they were not getting a fair share 
of the wealth of this country. It has happened that 
there have been some gentlemen interested to encour- 
age this idea and to impress it very vigorously and 
deeply. Such gentlemen as Mr. Donnelly, have per- 
ambulated the state and told the farmers how they 
were robbed by the bankers and the railroads and the 
Minneapolis Millers’ Association, and robbed by 
everybody. One of Mr. Donnelly’s strong points is 
watered stock. I believe that there is a great deal 
to this, and the farmers of Minnesota very generally 
believe, whether it is a fact or not, that they are pay- 
ing enormous interest on watered stock in the shape 
of high tariffs for freight and passengers. Before the 
inter-state commerce law went into operation in our 
state the discrimination in tariff rates between non- 
competing points was outrageous. Railroads would 
haul a bill of flour from Minneapolis to Chicago for 
seven cents; from a place sixteen miles nearer to 
Chicago they charged sixteen cents. The result was 
that many wheat manufacturers had to quit business. 
The farmers believe, whether it is a fact or not, that 
they have been robbed, and they are going to use the 
power which they feel that they possess to better 
their condition. 


THE DISCONTENT OF THE FARMERS. 


BY PROFESSOR EDWARD W. BEMIS, OF THE UNIVERSITY OF CHICAGO. 


The farmers of Europe are too ignorant and unam- 
bitious to be anything but conservative. Hitherto, 
since the time of the Gracchi, we have not looked for 
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radical measures among farmers. But in America 
the most discontented and radical elements of our 
population to-day are the farmers of the West and 
South. Ina measure this discontent is evidence of 
advancement, as the unambitious and those little 
developed, are rarely much discontented. 

Among the causes of this discontent may be ascer- 
tained the great fall of over 22 per cent. in general 
prices throughout Europe and America since 1873. 

This has made it increasingly difficult to pay off 
mortgages, and has lowered the value of farms. 
Other classes of society have been able to recoup 
themselves in a very large degree for this rise in the 
value of money, or fall in prices, which is one and 
the same thing, by the introduction of improved in- 
struments and methods of production. But the 
development that has contributed to the increased 
supply of farm products has been the opening 
up of new lands in the West, rather than the 
introduction of improvements on other lands. The 
farmers on the older lands would have been espe- 
cially helped by such an increase of money from year 
to year as would have kept the purchasing power of 
the dollar stable. But this seems impossible of ac- 
complishment without some international bimetallic 
agreement. 

The census returns thus far published indicate that 
the value of mortgages is less than many feared, 
running from 5 to 30 per cent. only of the value of 
the farm lands of a state. But tenant farming has 
much increased since 1880. The increase has been 
more than 50 per cent. in several states. 

But the kernel of complaint among the farmers, 
after all, is not that they have absolutely declined in 
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wealth. They have not. The real trouble is that 
relatively the growth of our farming sections in 
wealth and population has been slower than that 
of cities. This is plainly inevitable, being due to the 
fact that, as the world grows wealthier, the demand 
for the finer finishing of goods grows faster than the 
demand for raw material. But the farmer may be 
given greater opportunities and the general move- 
ment toward the city retarded, with general benefit 
to all. 

It is shown by statistics that the farmer is in no 
need of any sub-treasury scheme to enable him to hold 
back his crops, as the prices of the staple crops aver- 
age almost if not quite as high immediately after 
harvest as six or nine monthslater. But the farmers 
might get money or capital at lower rates of interest 
by adopting the principle of the German Raiffeisen, 
something like our building and loan associations. 
The farmers of a community in Germany form an 
association with unlimited liability, and because of 
that can borrow at low rates of interest from private 
parties. The association then lends to members with 
provisions for frequent and regular partial payments. 
Better care of farm machinery, diversification of 
crops, general increase of intelligence and thrift in 
farming are needed; railroad rates need watching, 
and great improvement is needful in local taxation. 
Inheritance and income taxes should be introduced 
that in some way would enable the state to reach 
the rich of our cities and secure a fund for the great 
improvement of the roads and schools of the rural 
districts. 
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THE INTERPRETATION OF RICARDO. 


BY PROFESSOR SIMON N. PATTEN, OF THE UNIVERSITY OF PENNSYLVANIA. 


Since the death of Ricardo, Ricardo and Ricardo- 
ism have been subjects of ardent controversy. The 
whole economic camp has been divided into two 
hostile parts. It is not my purpose to take up this 
discussion, and I think that it would be useless 
to inquire at the present time whether Ricardo was a 
great man or not. But there is a class of topics, re- 
lated to this discussion, that are worthy of consider- 
ation. In the explanation of what Ricardo has done 
for political economy, the causes of the changes that 
have taken place in our deductive theorizing in recent 
years have been wrongly interpreted by the de- 
ductive economists themselves. 

Early in the year 1815 a remarkable essay by 
Malthus appeared, which was the opening of a new 
kind of discussion—the discussion of rent. In the 
fall of the same year a still more remarkable essay 
by Ricardo appeared, in which the point of view of 
the modern political economy is more or less clearly 
stated. Yet we encounter a marvelous change when 
we pass from the contents of the essay by Malthus to 
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those of the essay by Ricardo. How shall we explain 
this later article, and the same author’s still more re- 
markable Political Economy which appeared two years 
later? It might be claimed that, on reading Malthus’ 
essay, a new theory of political economy loomed up 
before Ricardo, as a sudden inspiration. Such radical 
changes in the thinking of a mature man rarely take 
place. A favorite way out of this difficulty has been 
to ignore Malthus’ books entirely, and treat rent and 
other doctrines of Ricardo as though they were 
products of his independent thinking solely. This is 
a great injustice to Malthus, and Ricardo is placed in 
a false light. 

Ricardo’s system is not to be regarded as a theory 
of distribution, but as a theory of prosperity, not- 
withstanding that Ricardo.himself says otherwise in 
his preface. We all know that Ricardo’s work was 
not systematic. His book was not a series of chap-. 
ters, but rather of haphazard essays. He has not put 
in his preface the thought with which he started; the 
preface is rather the last chapter that he wrote. I 
then go back to the time before the theory of distri- 
bution assumed prominence. The point of departure 
of the earlier writings was a theory of prosperity. 
Economists had in mind the national and not the in- 
dividual point of view. 

In Adam Smith, as in the works of earlier thinkers, 
prosperity is studied in terms of an agricultural 
economy. Labor and rent are contrasted. Labor is 
cost, rent is surplus added by the development of 
society. Ricardo looks at the problem not as did 
Adam Smith, as a contrast between rent and wages, 
but as a contrast between profits and wages. He 
studied prosperity in terms of an industrial economy, 
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atown economy. Malthus, on the contrary, was a 
direct follower of Adam Smith. His contrasts are 
between rent and wages. He was constantly trying 
to show that increase of rent makes prosperity in 
society. 

Ricardo, thoroughly familiar with the industrial 
conditions of England in his day, asked ‘“‘ Why are 
profits low?’ The answer he found in the high price 
of food, itself a consequence of the high tariff. Mal- 
thus believed that a high price of food was a good 
thing for England, that it was therefore a good thing 
to have a protective tariff. The increase of popula- 
tion, he contended, made a demand for more food, 
which could be obtained only by the cultivation of 
poorer land. Therefore a nation could not be pros- 
perous and populous without such an increase in the 
price of food as would make possible the cultivation 
of poor lands with the usual rate of profit to farmers. 
The high price of food was therefore the result of an 
increasing population and not of the corn laws. 

Ricardo saw what Malthus did not see, that this 
doctrine of rent fitted into his own theory of profits, 
and made the proof that he had already developed, 
perfect. The theory of rent comes into Ricardo’s 
system not as the basis, but as a better proof of the 
theory of profits that he had already developed. That 
theory of profits at first was a reply to Adam Smith’s 
argument that a lowering of the rate of profits is due 
to competition. It was carefully thought out in 
Ricardo’s mind before he caught the idea of using 
the theory of rent as a basis of his proof. Having 
made the substitution and inserted the chapters on 
rent, he began to conceive of his system as a theory 
not of prosperity, but of value and of distribution. 
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But it never became a complete theory of distribu- 
tion. Ricardo had no theory of interest as we now 
conceive interest. So of the discussion relating to 
quite a number of other problems. 

Consequently we must view the work of the earlier 
economists as more imperfect than we were inclined 
at one time to think. It is a great work, but in spite 
of that they left the science in an imperfect state. It 
has been the cause and the incentive of the later work. 
With such an interpretation as this, it seems to me 
we can bring Ricardo into perfect harmony with the 
later development of the science. We are willing to 
give him the greatest honors for the work that he did 
in starting out along these lines. The point is not so 
much whether he was right in his conclusions; it is 
rather that he gave us the incentive to go on in the 
right way. He started a discussion that has not 
ceased, and that gives: promise of still further pro- 
gress in the future. 


Discussion. 


Professor Taussig: We have all listened with 
great interest to Professor Patten’s paper, and 
I think myself that what he says about Ricardo’s 
theory being more a theory of prosperity than a 
theory of distribution is undoubtedly the key. I 
think it is a very suggestive point of view for ap- 
proaching the interpretation of Ricardo, and that it 
helps us very much in considering the true meaning 
of that much disputed chapter in which Ricardo dis- 
cusses the net income of society. I think that when 
Ricardo was thinking of net income of society he 
was merely thinking of the causes that brought 
about a distributable surplus. Nevertheless I should 
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be disposed to attach more weight than Professor 
Patten does to the result which Ricardo achieved in 
the theory of distribution. He started from reading 
Adam Smith, but he nevertheless found himself later 
interested in the problem of distribution. The con- 
tribution that Ricardo made to the theory of distri- 
bution is not so much in the theory of rent, for Mal- 
thus contributed that; or in his theory of profits, for 
after all that was nothing more than a very simple 
corollary from his theory of wages; it was in giving 
coherence to the theory of distribution. Wages and 
profits and rents are the different elements of distri- 
bution, dependent upon each other. Smith and Mal- 
thus had treated the theory of distribution as if wages 
were determined by one set of conditions. Adam 
Smith had glimpses of the law of rent. He had his 
notion that interest was determined by the competi- 
tion of capital. What Ricardo did was to treat the 
theory of wages as something that cannot be consid- 
ered independently of capital, and if I were to name 
what seems to me his most distinctive service to 
economy it would be this. 

There is one further point on which I should differ, 
perhaps in emphasis. One of the earlier speculations 
to which Professor Patten did not refer, was the no- 
tion which held good all through the eighteenth cen- 
tury, that wages were determined by that which was 
necessary to keep the laborer. I think that it had a 
profound influence on Ricardo. Assuming it to be 
true, he traced its consequences in profits and rent. I 
would therefore lay more stress than Professor Pat- 
ten does upon the notion that the wages of the laborer 
are determined by the price of food, or rather by 
what is necessary to keep the laborer. I think that 
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both Ricardo and Malthus had this idea. Malthus 
worked out something like a system deduced from a 
scientific basis, and I should think that it influenced 
Ricardo more than Professor Patten has supposed. I 
think very likely Professor Patten will agree with me 
in this. Yet I agree that Ricardo was not primarily 
interested in distribution. That is shown in his first 
chapter on value, in which he slides over the ques- 
tion of differences in wages in different employments. 
Nothing is more suggestive of the different ways in 
which the theory of distribution presented itself to 
Ricardo and to us than the neglect of that phase 
by Ricardo and the constantly growing attention 
which has been given to it by us in our own time. 
Ricardo did not speak of that at all, and the fact 
confirms, I think, what Professor Patten says when 
he throws out his first chapter in political economy 
and the bearing of his theory on the general ques 
tion of distribution. It had not occurred to him. He 
had paid no attention to it. 


‘©THe ULTIMATE STANDARD OF VALUE.’’ 


BY PROFESSOR J. B, CLARK, OF SMITH COLLEGE, 


A scientific standard for the absolute measurement 
of values is a necessity. Reciprocal standards give 
no sums total. The difficulty of attaining a usable 
standard disappears when we recognize the social 
nature of value. The practical world uses the dollar 
for this purpose because currency is adapted to rep- 
resent social rather than individual labor. A labor 
unit that will measure wealth must be an act or ex- 
perience of society. 
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Four difficulties are ordinarily encountered in 
attempts to use labor as a unit of measurement of 
wealth: (1) Commodities are produced by capital 
and labor coéperating; (2) workmen are of different 
grades of efficiency; (3) work consists of acts as 
heterogeneous as things; (4) the personal sacrifice 
involved in labor varies in the case of different kinds 
of work, and in the case of different parts of a day’s 
work. 

The first difficulty is removed by taking marginal 
labor as the standard. Let the capital of an estab- 
lishment remain unchanged; introduce new labor 
into it and measure the difference, in productiveness, 
that is occasioned. The extra product is due to labor 
only. 

The second difficulty is remedied by taking a part 
of the labor of a group of men representing all grades 
of efficiency. 

The third obstacle is removed by regarding as the 
unit not the acts that constitute labor, but the sacri- 
fice entailed by it. 

The fourth difficulty is overcome by taking as 
the standard the sacrifice entailed on society as a 
whole by the work performed in the last and most 
burdensome period of the working day. 

The sacrifice involved in a day’s labor is slight in 
the earliest hour and is greatest at the end of the last. 

The sacrifice entailed on society as a whole by the 
work performed in the last brief portion of a day is 
the unit of measurement. 


Discussion. 


Professor Ely: I would like to ask Professor Clark 
if he remembers accurately the treatment of this 
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subject by Adam Smith and whether there is any 
relation between the two. 

Professor Clark: I did make that comparison two 
or three years ago. It struck me that Adam Smith's 
view was an advanced one, and that he regarded 
labor as the standard, but did not overcome the diffi- 
culties to which I have referred. 

Professor Commons: I would like to ask Professor 
Clark where he introduces the question of monopoly 
value. 

Professor Clark: I should suppose that in the case 
of monopolies it would be absolutely necessary to 
introduce a second part of the discussion, omitted 
from my paper, a discussion of capital. In my con- 
ception the person who has a monopoly has to pay 
for it. If a man buys land he has to get possession 
of that by a certain amount of expenditure, involving 
sacrifice. 

Professor Ely: It seems to me that Professor Clark 
has not answered the question of Professor Commons. 
Professor Clark, as I understand it, takes the position 
that the person who goes into the market and acquires 
a monopoly has to pay for it by abstinence. How 
about the person who first gets the monopoly? The 
acquisition in the first instance has nothing to do 
with abstinence so far as I have seen. After monop- 
oly value is fixed, some one comes around and pays 
for it, but what gives it this first value ? 

Professor Clark: I should say that the abstinence 
element accounts for a part of it and not for the 
remainder. In the case of many monopolies of arti- 
ficial character we should have to treat them as a 
deduction from the income of other classes, intro- 
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ducing an element of variation capable of being 
so treated and allowed for in the result. 

Professor Ross: Does not that variation do away 
with the whole standard, for there is hardly a pro- 
duct which has not the monopoly element in it? 
There must be something in the subjective experi- 
ence of the consumer which is the ultimate standard 
from the fact that these monopolies do have this sur- 
plus above the cost of the labor and the abstinence, 
and which must be due to a cause that gives value to 
the monopoly as well as to the other products of 
abstinence and labor. Are we then not forced to 
measure value by the experiences of consumers ? 

Professor Clark: The variation affects the distri- 
bution of wealth rather than the standard of value. 
Let us suppose a perfect monopoly. I should say 
that it would nevertheless sell at the price exactly 
corresponding to the burden entailed on society by 
putting in the final increment of labor. Possibly 
the monopoly would slightly prolong the period 
of labor all along the line. The value of the 
article would be measured by the amount of final 
sacrifice that would be entailed on all society, if that 
monopolized article were put out of existence and 
society had to supply it in any other way. 

Professor Ross: Do I understand, then, that the 
measure is the burden entailed on other people who 
purchase this article, the burden entailed in increas- 
ing production to meet the marginal purchase ? 

Professor Clark: I should say so. 

Professor Ross: Suppose the monopolist were buying 
in the market, or that there were two monopolists. 
Then where does the sacrifice come in, if the sacrifice 
is the alternative sacrifice of the consumer and not the 
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positive sacrifice of the producer? The consumer’s 
sacrifice, however, is inferior to the selling price of 
the goods. Can we by shifting the point of view 
from the producer to the consumer escape this breach; 
as it seems to me, in the theory ? 

Professor Clark: Tne measure of the exchange 
is that of the producer. The producer of a particular 
article, putting it in the market, saves society some 
sacrifice in the way of production. In the case of 
each monopoly the final increment of labor under 
that monopoly would fix the standard of value for 
the other monopoly, if the theory is correct. 

Professor Ely: I earnestly wish there were time 
to discuss this question indefinitely. It is one that 
interests me very much, and I hope I may at some 
future time read a paper on the subject. I do not 
believe we will ever be able to treat this subject sat- 
isfactorily unless we scientifically treat the subject 
of monopolies. I think we must distinguish between 
monopolies and labor. I do not believe that land is 
a natural monopoly. I believe there are natural 
monopolies of the greatest importance in the present 
time, but I do not believe that land is a natural mo- 
nopoly. We must distinguish between rent and 
other economic surplus down to the monopoly and 


then bring them into connection with what Professor’ 


Clark sought in the treatment of his subject. 
Professor Patten: What the ultimate standard is 
I think is a psychological problem on which it is 
likely we would differ here,and honestly. There are 
two ways of measuring, in terms of pain and in terms 
of pleasure. In primitive society pains are the defi- 
nite things, and therefore the ultimate standards are 
standards of pain. As society makes progress a 
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change comes over us; our pain becomes more and 
more indefinite, our pleasure more and more definite. 
The earliest economists always endeavored to meas- 
ure wealth in terms of pain. What is the dollar in 
your mind? Is it certain efforts that you have put 
forth, or certain pleasures that it will bring? I 
measure the dollar not in terms of what it cost but 
in terms of what I can get out of it. It seems to me 
that it will not do for the economist of the future to 
measure in terms of pain. We must recognize the 
change that is going on and find our ultimate stand- 
ard in terms of pleasure. We have moved from the 
point where the theory of cost was fundamental to a 
point where the theory of pleasure is fundamental. It 
may be that our ancestors were conscious that if they 
did not work they would have a hungry stomach, but 
we do not know what it is to be hungry. 


THE IDEA AND DEFINITION OF VALUE. 


BY PROFESSOR FRANKLIN H. GIDDINGS, OF BRYN MAWR COLLEGE. 


If we classify the different conceptions of value 
that have figured in economic literature since the 
days of John Locke we shall find no less than five 
great groups or classes of definitions, under which 
there are no less than twelve species. In all these 
definitions we find an idea of utility or of disutility, 
and an idea of measurement. Recent thinking has 
led us farther and farther along the path toward a 
definition of value in terms of utility. But in my 
judgment the definition that identifies subjective 
value with subjective utility is cardinally defective. 
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It leaves out one whole order of mental processes. 
Men do not value goods directly in terms of a feel- 
ing now actual. They value them in terms of a 
judgment about an anticipated or foreseen feeling. 
The feeling that one man will have in satisfying a 
future hunger may turn out to be one thing, and in 
the case of another man it may turn out to be a very 
different thing, and yet because they have different 
degrees of intelligence they may, in anticipation, 
estimate their future feelings equally. If, then, we 
take the element of judgment into consideration, 
and if objective value is derived from subjective esti- 
mations by a process of comparison or bidding in 
the market, market values will vary, though subjec- 
tive utilities should remain the same, according as 
the community is ignorant or intelligent; according 
as it is homogeneous, or composed of classes, some 
intelligent and some ignorant. That is to say, if 
men are divided into social groups, some of which 
have what we call an advanced standard of life, 
while others have what we should call a very low 
standard, such different groups will estimate com- 
modities very differently, though their subjective 
utilities in actual consumption should happen to be 
exactly equal. Therefore, whenever the process of 
estimation comes in between one end of the chain of 
economic phenomena and the other end (that is, 
between cost of production in terms of labor, and 
consumer’s surplus in terms of final utility), market 
values will vary according as there is, or is not, not 
only freedom of commercial exchange, but a certain 
process of intellectual exchange going on between 
one class and another; according there is or is nota 
tendency to bring the standard of life of one class 
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up to the standard of another class, and so bring 
about equal estimations of equal utilities. 

Now if we have a group in society consisting of 
men who see far into the future, who know to-day 
how great will be the desire of society five, ten or 
fifteen years from this time for certain kinds of pro- 
duct placed in certain ways, or put together in cer- 
tain combinations, these men will, of course, take 
advantage, at the earliest opportunity, of every means 
of controlling the agencies or avenues through which 
those goods may be placed in the distant future. 
They will devote all their energies—working long 
days and accumulating capital—to accomplishing 
whatever is necessary to enable them, when the time 
comes, to satisfy the wants which, they foresee, 
society will then experience, but which society itself 
does not foresee as yet. The men who, thus seeing 
ahead, substitute the new combination or contrivance, 
the bright idea, the new thought, for the abstinence 
or the effort of prolonged labor, that society would 
otherwise endure, obtain monopoly values; that is to 
say, they secure rewards that are measured by the 
difference between the estimate that they have made 
and the estimate that society has made of the future 
value of some utility, such as an invention, an oppor- 
tunity or a privilege. Granted that they often em- 
ploy dishonorable means to obtain possession of privi- 
lege and opportunity, granted that these ought often- 
times to be retained by society, these things do not 
touch the question of the cause of monopoly value. 

In my judgment, therefore, the question of value 
is not altogether one of a ratio of pleasure to pain, or 
of an equilibrium of pleasures and pains, it is one 
also of an equating of judgments about pleasures and 
pains. 
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Discussion. 

Professor Ely: I would like to say one word on 
Professor Giddings’ paper. Iam heartily in favor of 
deductive reasoning, but it seems to me necessary to 
bring results into connection with facts. I believe 
that there is something in the reproach brought 
against us that we have been mere students. It seems 
to me that we have been reasoning and describing an 
ideal world. If it had been said that we were talk- 
ing about something which does not exist but which 
might exist it would be all right; but the worlds 
which have been described to us are not the worlds 
which exist. It seems to me that you cannot bring 
what Professor Giddings has said into harmony with 
the facts as they exist, and with which a number of 
us are more or less familiar. I try to bring this 
‘‘bright idea’’ of Professor Giddings, which explains 
monopolies, into harmony with the street car prices of 
Baltimore, about which I know something, in regard 
to the inside facts. I find a street car company yield- 
ing say 17 per cent. on its capital actually invested. 
I say it is an economic surplus, something over and 
above the return of labor and capital which cannot 
be explained by any bright idea at all; for in the 
whole history of the management of the street car 
company there is no trace of any bright idea. I have 
never seen as poor service elsewhere in this country 
or in Europe. There was no special enterprise, there 
was no bright idea, there was no planning ahead at 
all which explains this surplus; it is a sum over and 
above the return of labor and capital. The problem 
which I am working at is this: What is the actual 
amount of this economic surplus, what does it amount 
to in our society to-day? I say it is the explanation of 
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the great fortunes of to-day. The five per cent. bonds 
of that street car company sell for 111. The stock 
ought to yield more than the bonds because there is 
a slightly greater interest. Six per cent., I think it 
is fair to say, is a legitimate return to capital in that 
industry. Then there is a surplus of 11 per cent., an 
economic surplus of which I claim Professor Giddings 
has given no scientific explanation whatever. I want 
to fix attention on the strictly scientific aspects of 
this question of monopoly. Ido not believe Profes- 
sor Giddings has answered the question I have 
raised. I do not believe Professor Clark has answered 
these questions. It seems to me that the question of 
urban rates has been dodged and evaded by those 
who have discussed this question. 

Professor Giddings: I suppose it will be admitted 
that it is one necessary feature of scientific treatment 
that your opponent’s position should be understood 
as stated. Professor Ely misunderstands my state- 
ment. I should say that it was a fairly bright idea, 
when a street car company foresaw so many years 
beforehand what the demand of a people for trans- 
portation would be, that it became able, while pro- 
viding for the need so wretchedly as Professor Ely 
describes, to get such dividends as he speaks of. 

Professor Ross: It seems to me it might be a very 
bright idea for the community to step in and intercept 
the dividends. Aside from that, however, it seems to 
me that Professor Clark’s theory of value is true if we 
assume a statical economical condition of society; but 
a dynamic condition of society means a substitution of 
this bright idea for the former element of labor; the 
substitution of this bright idea for disutility; and here 
it seems to me we have a factor that disturbs the level 
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of value that Professor Clark’s formula would reach. 
There are two cases that might arise. The bright idea, 
after it is once produced, can be indefinitely dupli- 
cated. The commodity it cheapens can be thrown 
on the market in quantity until finally the value 
once more can be ascertained by Professor Clark’s 
formula. Take an article whose ordinary cost is 25. 
There is an invention that lowers the cost to 18. At 
the beginning the article will sell for 24 on a market 
that is paying 25, but finally the price drops to 18. 
Suppose, however, by any kind of method you can 
prevent this competition that increases the supply 
and hence brings the value down once more to mar- 
ginal disutility; suppose you are able to build a wall 
around the industry. It seems to me it might be a 
bright idea in society to breach this wall wherever it 
is set up. If society can break down this wall and 
let this outside competition become internal competi- 
tion, then Professor Clark’s formula will again apply. 

Professor Clark: I can put a very concrete case 
before the Association, in connection with the street 
car monopoly. Why are street car fares all five 
cents? The reason is not in the individual pain of 
any of the street car men; it stands in no commen- 
surable relation to that pain, but it does stand in in- 
timate relation to the final pain of the laboring man 
who, without the street car line, would have to walk 
home. 

Professor Bemis: That seems to me to be true, 
but I question whether that is not in a certain sense 
substitution, and whether you are estimating value 
any more according to marginal cost of production or 
the marginal sacrifice of things which you actually 
buy. Are not you measuring a ton of coal, for in- 
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stance, not by the marginal difficulty of producing 
the coal, but by the marginal difficulty of procuring 
that which you would have to substitute for it if you 
did not use the coal? To my mind that seems largely 
to destroy the application of the theory in the way in 
which it is intended. 

As to this other point of the bright idea as applied 
to monopolies, as far as my observation has gone in 
many cases there is no foresight, it is a mere blun- 
dering into the large income. I have looked into 
many private gas companies, and electric light com- 
panies, and street car lines, where there was no plan- 
ning years in advance, but where the development of 
the city or business has thrown it into their hands. 

Professor Farnam: I think the gentlemen who 
have so ably expounded the abstract questions that 
have been before us this morning will pardon me if 
I say a word on their part. The answers that they 
have made have not altogether satisfied me. It seems 
to me that when such questions as the horse car 
monopoly and railroads, etc. are brought up, en- 
tirely new forces are introduced which we have not 
intended to take account of in the explanations that 
are made of the theory of a standard of value. It 
seems to me that the question of gratuity comes in 
in many cases, and to complain that such a theory 
does not explain the horse car monopoly in Baltimore 
is simply to say that it does not explain that a man 
made a large fortune by marrying arich wife. It 
seems to me that the discussion has gotten off on to 
a somewhat different line from that with which we 
started, and it is hardly necessary to try to explain 
all of these accidents of every day life, which I own 
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are of the greatest importance;—it is hardly neces- 
sary to explain that in this discussion. 

Professor Ely: I think I have been misunder- 
stood. I do not say that these are not accidents, but 
this is my point: they are an essential fact of the 
present industrial system. What has it to do with 
this theory of value? I think it has a great deal to 
do. I hoped that what I said would show some con- 
nection. Of course I did not have time to elaborate 
my idea, I have not made myself clear, I see. I did 
not wish to divert the subject from its theoretical 
aspect to the practical side, but I think that those 
facts which I have brought forward do bear upon 
the theory of value, as I hope I may hereafter have 
opportunity to show. I am not trying to explain 
how it is that somebody married a rich wife or any- 
thing equivalent to that, but I am dealing with 
theories which lie at the basis of our industrial life 
at the present day. 

Professor Patten: One phase of the matter, I 
think, has been entirely overlooked. I think thata 
great part of the explanation of value is to be 
developed not from the theory of cost, but from the 
theory of surplus. There are one or two things 
which we must all accept, and they have to do with 
the effect of scarcity on value. Monopolies influence 
the distribution of surplus and their laws can be 
developed just as clearly as the laws that can be 
developed from a theory of cost. As I said at the 
start, so I say again, that to estimate in terms of 
pleasure rather than in terms of pain seems to 
me the better way. As time goes on I think we 
become more and more conscious of the fact that 
this question of monopoly is here not because some 
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men are sharper than others, or because of rings in 
violation of the law, but as an outcome of the in- 
crease of surplus over cost. What monopolies do 
is to recognize this fact and divert a larger share 
than is proper into their own hands through a care- 
ful study of the concrete forms that the surplus 
may be made to assume. 

Professor Folwell: In this effort to find a standard 
of value are we not seeking rather a ground or basis 
of valuation? Value is an actual phenomenon to be 
accounted for as it may be, and to be separated from 
valuation. I am disposed to think that a better 
word than measure of value would be computation 
of value. It does not seem to me that in any proper 
sense of the term we can measure value. We can 
compute it. 


VALUE AND DISTRIBUTION AS T'REATED BY 
PROFESSOR MARSHALL. 


BY PROFESSOR F. W. TAUSSIG, OF HARVARD UNIVERSITY. 


Professor Marshall’s «‘Principlesof Economics’’ was 
welcomed immediately on its publication as the most 
important contribution to general political economy 
made in England since the days of John Stuart 
Mill. The temperate and scholarly attitude of Pro- 
fessor’ Marshall, his candor, his interpretation and 
conciliation of conflicting views, assured him warm 
praise from all quarters. In the present study of 
economic discussion, however, the general trend and 
character of the book, and its attitude on questions of 
economic policy, received a larger share of attention 
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than its presentation of economic theory pure and sim- 
ple; and Professor Marshall’s discussion of some of 
the crucial questions of distribution and value 
received less detailed consideration than was de- 
manded by its importance by teachers and students. 
I propose this afternoon, to say something on the 
more strictly theoretical aspects of the volume. 

The very division of the subject indicates a differ- 
ent mode of treatment from that which has been 
traditional in the books on general theory, whether 
English, French, German or Italian. Professor 
Marshall discards the separation of value and 
distribution, and treats the causes that determine 
the exchange values of commodities, and the causes 
that determine the distribution of these commodities 
among different individuals and among different 
classes, as one. He rightly insists that the unity of 
the treatment of distribution and exchange is the 
most important innovation made by him in the broad 
lines of economic theory. 

In treating distribution and exchange as presenting 
not two sets of phenomena, but a single set of phe- 
nomena governed by the same causes, it is possible 
to consider either immediate or permanent relations. 
The causes that determine the values of commodities, 
and those that determine the remuneration of labor 
and capital, may be regarded as substantially identi- 
cal at the moment when the exchange is effected; or 
the causes determining them may be considered in 
their more permanent aspects, and the inquiry may 
be whether the phenomena are governed by the same 
conditions in the long run. Briefly, Professor Mar- 
shall may be said to lay stress on the resemblances 
between the permanent aspects of the phenomena of 
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distribution and of exchange, while he lays stress on 
the differences which appear at the moment when 
the act of exchange takes place. At any given time 
he finds that the causes determining wages are dif- 
ferent from the causes which usually dermine prices. 
Labor is perishable; the laborer, in offering his labor, 
is subject to disadvantages which the vendor of 
commodities does not usually feel; in other ways his 
situation is different from that of the seller of goods. 
But in the long run Professor Marshall finds a close 
analogy between the causes that permanently deter- 
mine wages and the causes that permanently deter- 
mine the prices of commodities. Prices are governed 
eventually by expenses of production; the wages of 
different classes of laborers are determined in the long 
run by the expenses of rearing and training them, 
and by differences in the standard of living which 
present analogies to the expenses of production as 
affecting the value of commodities. Professor Mar- 
shall has not made it entirely clear how far what he 
calls the expenses of production of labor, depend on 
actual outlay for rearing and training them, and how 
far they depend on different standards of living; 
and it is questionable whether these two sorts of 
fundamental causes are as closely allied as he 
appears to believe them to be. But he makes it clear 
that he finds in this direction a permanent cause 
determining the price of labor, which has close 
resemblance to the permanent causes determining the 
prices of commodities. Similarly, as regards the 
remuneration of capital, he finds in the irksomeness 
of waiting and the indisposition to give up the enjoy- 
ments of the present, a permanent cause of the 
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return to capital, which again may be considered the 
cost of production of that factor in distribution. 

To me it seems that the emphasis should be dif- 
ferently apportioned. If we are to treat distribution 
and exchange as identical,—and there is much to be 
said in favor of that course,—the stress should be 
laid on the immediate resemblances and on the per- 
manent differences. And this is more particularly 
the case if we regard distribution at large and the 
shares secured by different classes of society, and 
do not confine our attention as much as Professor 
Marshall does to particular wages, and to the causes 
determining the rewards of one set of producers as 
compared with another set. The connection between 
distribution and exchange is closest when we so con- 
sider particular wages, and it may be fairly said that 
in this inquiry we have not two problems, but one 
problem. Distribution works itself out through ex- 
change. When commodities are produced and put 
on the market, they form a fund out of which the 
persons who have contributed to make them are 
rewarded, and distribution depends on the terms of 
exchange. 

But if we turn-the inquiry to general wages and 
to profits at large, the situation is different. The 
older economists gave their chief attention to profits 
in the mass and to wages in the mass. The more 
concrete discussion of Professor Marshall, like that 
of all modern economists, naturally and rightly gives 
more attention to particular wages and particular 
profits. But the problem of the older writers de- 
serves its fair share of attention, and in regard to 
this, Professor Marshall’s discussion seems less sat- 
isfactory. General wages are virtually said to depend 
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on the national dividend, that is, upon the product 
of industry; and we get from Professor Marshall 
substantially nothing more than a residual theory of 
distribution. It is possible to give up the problem 
of general wages entirely, and to say that the only 
thing that concerns the community and interests the 
economist, is the analysis of problems more detailed 
and concrete. But the general problem deserves at 
least its share of attention; and in considering this, 
the analogy between distribution and exchange dis- 
appears, and we are confronted with an independent 
set of questions. Causes of fundamentally different 
sorts present themselves for examination. 

Returning again to the question of value and of 
what may be called individual distribution, we find 
that much use is made, throughout the volume, of 
what Professor Marshall calls the law of substitution, 
as an explanation of the varying rewards of different 
producers and different factors in production. Thus, 
to the employer who is hesitating whether to add 
a foreman for securing more effective work out 
of his laborers, or to add two additional laborers 
who will increase the output as much as the presence 
of the foreman would increase it, the law of substi- 
tution is said to determine the relative earnings of 
the foreman and the laborers. It is but another 
application of the same reasoning when wages 
are said to depend on the efficiency or on the net 
product of the laborers. It may be questioned how 
far this line of thought is consistent with the 
other line of reasoning just referred to, in which 
relative wages are said to be determined by expenses 
of production or the standard of living. But apart 
from this, it is doubtful whether the law of substitu- 
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tion is helpful in any but a very limited range of 
cases. Where, indeed, there are two ways of doing 
the same thing, one more efficient and one less effi- 
cient (whether it be two kinds of direct labor or two 
kinds of labor in the form of machines), then doubt- 
less the law of substitution explains the rewards 
secured by those who follow the two different 
methods. But two very different methods of doing 
the very same thing rarely continue to exist side by 
side. The more effective and better method super- 
sedes the less effective, and it is only in the inter- 
vening period of transition that the law of substitu- 
tion is applicable. The less effective method disap- 
pears, and thereafter the case presented is not that 
of different persons doing the same thing, but of 
different persons doing different things and exchang- 
ing them. In this usual and normal case, the law of 
substitution, or of distribution according to net pro- 
duct, does not help us. 

When Professor Marshall’s book first appeared, 
many of us hoped that we should have a restatement 
of the general principals of economics which would 
be accepted, for the time being, as a standard expo- 
sition of the present state of political economy, 
at least for English-speaking countries. It is perhaps 
too early to judge of the position which the book, 
valuable and suggestive as it undoubtedly is in many 
parts, will eventually take. But it remains a question 
whether it will attain the authoritative place which, 
in its day and generation, was achieved by John 
Stuart Mill’s recasting the then accepted doctrines 
of Political Economy. 














Contributions to Economic Theory. 101 


Discussion. 

Professor Folwell: I would like to say on my own 
behalf that, I had the same experience. I obtained 
the book in the hope that we should have a new 
standard which would be final for many years. I 
was disappointed. At the same time I found a great 
deal of most valuable material. 

Professor Giddings: I think that we can hardly let 
this discussion go by without saying that we are under 
great obligation to Professor Taussig for presenting 
so clearly what has seemed to many of us to be a 
fundamental defect in this work. I doubt if we 
have as yet got very far beyond that re-statement 
of leading principles of political economy that was 
made by Professor Cairnes. 


DIMINISHING RETURNS AND DISTRIBUTION. 


BY PROFESSOR J. R. COMMONS, OF THE UNIVERSITY OF INDIANA. 


The law of diminishing returns could be made a 
universal law, applicable to all industries were it not 
that it is viewed from one standpoint in agriculture 
and from another standpoint in manufactures. The 
standpoint for agriculture is that of a given area of 
ground; for manufactures it is that of the entire 
industry or of a single undertaking regardless of the 
area it occupies. By taking always the standpoint 
of area the law is applicable to manufactures and 
to every industry. 

A positive reason for taking the standpoint of area 
is because land is valuable primarily on account of 
room and situation. Soil is capital and its returns 
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The law of rent applied 
In an 


follow the law of interest. 
to land applies only to area and situation. 
advanced industrial community where production is 
carried on for sale, situation is simply a social rela- 
tion giving the individual opportunity for the profit- 
able production and sale of goods. There are other 
social relations which give similar opportunities. It 
is to these opportunities and not to fixed and durable 
capital that the law of rent can be applied. The 
accompanying table gives a classification of the 
factors in distribution. Personal abilities are sharply 
distinguished from capital, and capital from business 
privileges. Legal rignts are a kind of blanket which 
protects the other factors. Property rights exist both 
in capital and monopoly privileges, and personal 
rights protect one in the use of his personal abilities. 
The law of distribution which applies to capital is 
cost of production and interest, the law which 
applies to monopoly privileges is surplus values and 
rent. 








(1. Personal Abilities. (Labor). 
2. Capital. 
| ica (A) With Franchi 
| ) Wi ranchise. 
(1) Natural ‘ad B. Distributive Industries (B) Without Franchise. 
ic. Manufacturing Industries. (Trusts.) 
(3) Monopoly } | D. Good Will, Business Connections, etc. 
Privileges | 
(A. Futente, 
(2) Artificial | B, Doors hts. 
| Legal) 1c. arks. 
l LD. Franch 
Tastee { f {(A) Absolute Ownership. (Dominions.) 
Distribution. | a Personal A. Private { a Srcinte 
,* Freedom, ete } j= —— - = gages. wes.) (a) Trusts. 
wnership. by —- Rig 
| { (d Inheritance. | (2) Contracts. 
4. Legal 
ights 4 ((A) Absolute. (Same as private.) 
Q) peeperty in | ( a. Servitude. 
Capital and B. Public } b. Mortgages. 
Monopoly BR. Partial je. Taxes. 
Privileges. | ’ ;d. Eminent Domain. 
|e. Right of Way. 
L \ L l (f. Escheat, etc. 
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Discussion. 


Professor Ely: I think this discussion throws some 
light upon certain estimates of wealth that have been 
made and which are current. It is one of the ex- 
tremely difficult things to find our true wealth. We 
have values which are, to use an expression already 
brought forward, surplus value. These values are 
values from an individual rather than from a social 
standpoint; yet it seems to me that in the whole 
wealth of the country that should be included. Does 
the census figure of the value of street car property 
in Baltimore represent entirely social wealth or is it 
partly individual wealth? The Baltimore companies 
must pay into the city treasury nine per cent of their 
gross revenues. The total value of the property is, 
of course, less than it would be otherwise. Suppose 
that a gross revenue for the privilege should be 
abolished. The valuation in the census would at 
once be increased, but would the country be any 
richer than before? It would simply be a transfer 
of wealth from the pockets of the general public to 
the pockets of certain individuals, 
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Evening Session, August 25. 


STATISTICAL WORK OF THE YEAR. 


BY PROFESSOR ROLAND P, FALKNER, OF THE UNIVERSITY OF PENNSYLVANIA. 


It has been the custom to devote one session of 
each meeting of the Economic Association to statis- 
tics, and Colonel Carroll D. Wright, in an annual 
address, has aimed to review the economic statistical 
work carried on during the year past. Unable to be 
here this year he has asked two members of the 
Association to come and present in their own behalf 
a statement of the investigations that they have been 
engaged in. I am sure that if he were here he 
would not let the opportunity pass without calling 
attention to the statistical work that has been done 
by my friend and fellow member, Professor Henry 
C. Adams. Perhaps Colonel Wright would not 
mention his own work in detail, but I feel that the 
Association ought to take some notice of what he 
has done in the two volumes on the ‘Cost of Pro- 
duction,’’ one of which is now in press. They com- 
pass one of the most important investigations ever 
undertaken on this very abstruse question, abstruse 
at least when handled from a statistical point of 
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view. Every one will admit that, as to the methods 
employed, it is a very remarkable investigation. One 
part, relating to the budgets of working men, is far 
in advance of anything done heretofore. 


STATISTICS OF PRIVATE INDEBTEDNESS. 


BY GEORGE KIRBY HOLMES, ESQ. OF THE CENSUS OFFICE. 


My paper on ‘Statistics of Private Indebtedness’’ 
describes the methods adopted by the Census Office 
in the investigation of the Recorded Indebtedness 
of Individuals and Private Corporations and the 
investigation of Farm and Home Ownership and 
Indebtedness. 

The Census Office was compelled to confine its 
investigation of private recorded indebtedness to 
real estate mortgages, on account of the expense 
of a broader investigation covering other evidences 
of indebtedness of this character, such as chattel 
mortgages, confessions of judgment, judgment by 
judicial process, tax liens, etc. 

There were only two direct methods of attacking 
the problem of real estate mortgage indebtedness. 
One of these was a dependence solely upon the face 
of the real estate records. Preliminary experiments 
demonstrated the untrustworthiness of this method, 
and it has subsegently been ascertained that the face 
of the real estate records would exaggerate the true 
amount of real estate mortgage debt by 71 per cent. 

The other direct method was by personal canvass 
by special agents, who should make direct inquiries 
of debtors and of other persons having the required 
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information. It was feared that debtors and people 
in general would be sensitive to the investigation 
conducted in this way, and that, on this account, the 
remainder of the census would be damaged, perhaps 
beyond repair. 

For this reason, and also because this method of 
procedure would have cost more money than Congress 
would have been willing to supply, the office resorted 
to an indirect process, which was much cheaper than 
any other, for the purpose of determining the amount 
of existing debt and also for showing the real estate 
mortgage movement of the last decade. Abstracts 
of all the mortgages made during the decade in the 
United States were made by special agents; the 
average life of mortgage debt from the time the 
mortgages were made to the time of their cancella- 
tson was ascertained, an equation of time and amount 
of debt being computed in this average; the propor- 
tion of partial payments was determined in 102 
counties, in which the existing debt was also ascer- 
tained by personal inquiry of debtors and other 
persons. With these data the office decided to arrive 
at the amount of existing indebtedness by taking 
the indebtedness incurred during a period of time 
preceding January 1, 1890, corresponding to the 
average equated life of mortgage debt in each 
county, and by subtracting from this sum the pro- 
portion of partial payments determined in the neigh- 
boring counties of the 102 counties above mentioned. 

The accuracy of this process can be tested in the 
102 counties, because in them the existing indebted- 
ness has been determined not only by computation 
but by reports received from persons having a knowl- 
edge of the facts; and these tests show that the error 
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ranges from 0.26 to 18.58 per cent in such counties 
of the 102 as have been tabulated, and that the 
average error in all these tabulated counties is 0.98 
per cent. 

In the plan of investigating farm and home owner- 
ship and indebtedness resort was had to a combina- 
tion of methods rather than to risk the success of 
the investigation upon one method. It was entirely 
impracticable to depend upon the real estate records, 
and the office did not dare to call on the enumerators 
to obtain all of the information required by law. 

The scheme that was finally adopted depended 
upon the enumerators to lay the foundation for sub- 
sequent work. They were required to report whether 
each family hired or owned the farm or home it 
occupied; if it owned, whether the farm or home 
was free of incumbrance; and if not free of incum- 
brance, the enumerators were required to report the 
postoffice address of the owner. 

In the next step it was the plan to send a simple 
schedule to every person reported by enumerators as 
occupying an incumbered farm or home owned by 
him, with a request to report the unpaid amount of 
the incumbrance, the value of the farm or home, the 
rate of interest paid on the debt and the reason why 
it was incurred. Having exhausted the mail, the 
next proposition was to send special agents to glean 
what information they could get concerning the 
remaining families in regard to which report had not 
been received and, having exhausted their inquiries, 
the special agents were to resort to the records to 
take such evidence as could be found inthem. This 
plan was carried out as far as the appropriations 
made by Congress would permit and, at any rate, 
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sufficiently to reduce unknown quantities to a point 
where they do not materially damage the results. 

The subjects of these investigations are new and 
are regarded as being the most difficult ones ever 
undertaken by a statistical office. Together they 
have required the printing of about 70,000,000 blanks; 
and they are of greater magnitude than that of any 
census previous to 1850 and are equal that of any 
census previous to 1870. 


THe MEASUREMENT OF PricE MOVEMENTS. 


BY PROFESSOR ROLAND P. FALKNER, OF THE UNIVERSITY OF PENNSYLVANIA. 


Two investigations have been undertaken; first, 
one to ascertain by statistical means the effect of the 
tariff on prices and wages, and second, an investiga- 


tion of the history of prices from 1840 down to the 
present time. The details of the collection of these 
materials were in the hands of the Department of 
Labor. For the value of the returns, for their 
accuracy, the Department of Labor is a sufficient 
guaranty. The department has canvassed all the 
possible cases which could have been brought to bear 
on the subject and obtained results which have been 
adequate to the purpose the committee had in view. 
The work I had the pleasure of conducting for the 
committee was the analysis of the returns as pre- 
sented to me by the Department of Labor. 

In the first place we have criticised the prices. 
These were the first pre-requisites of the investiga- 
tion, and unless the series were a comparable series it 
could not be used for the purpose we have had in 
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view. While the methods of ascertaining prices may 
be very far from ideal, we can construct a series by 
which we can make historical comparisons. Should 
the prices be wholesale or retail? If we take the 
standpoint of the consumer undoubtedly they should 
be retail. I do not intend to discuss the question 
whether wholesale prices would not be better adapted 
to the discussion of monetary problems. I think 
there are some aspects of the question that favor 
that view. While retail prices would be specially 
desirable in ascertaining the general level of the cost 
of living, they are imperfect when we consider a long 
period; and we were obliged to substitute wholesale 
prices, taking the ground that there is a more or less 
fixed ratio between wholesale and retail prices, and 
that, in a considerable time, the fluctuation of the 
wholesale prices are expressed in the fluctuations of 
the retail prices. For a short time that is not the 
case, but for a long time it might be approximately 
correct. 

A second point is the scope of the index numbers. 
Unquestionably, taking the standpoint of the con- 
sumer we must include a very large number of 
articles, not only food products, but also manufac- 
tured products, products in the various shapes and 
forms in which they enter directly into consumption. 
A third point is the choice of a base line. Different 
base lines have been used, 1845-59, 1865-70, 1871, etc.; 
there is no reason why a series of years should be 
taken in preference to asingle year except the general 
statistical one that in a number of years the abnor- 
mal features in the series of years tend to disappear. 
There may be conditions where a single year would 
be just as normal and just as suitable for the pur- 
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pose of combination as any series of years. Inthe 
present case the year 1860 has been taken as such a 
basis. The investigation shows that the fluctuation 
was extremely slight in 1859-60-61, and the year 
1860 is for all practical purposes a normal year. 
And since 1860 is a sort of dividing point in our 
history, it happened to turn out that we could get 
prices for 1860 in a great many instances and could 
not get them for 1859. The only caution necessary 
is that we should not select a base line in an abnormal 
period. If weshould select a base line on the average 
of the years 1865-70 in this country we should get 
very distorted results. 

The fourth point of criticism is the method of 
combination. Three methods have been considered. 
First, the simple average of prices. Under certain 
conditions this may be very well adapted to the 
purpose. If I have nineteen or twenty articles the 
articles included in my list will be apt to be of 
approximately equal importance. Even were that 
not the case it is conceivable that, should the general 
movement of prices be uniform throughout the group, 
the result would be approximately correct. The 
method of simple averages, as adopted by economists, 
has been tested by experience and shown to be 
approximately correct. The second method, that of 
ascertaining the total consumption, is one that pre- 
supposes statistics that we have not got. The third 
method, based on consumers’ budgets, which was 
pursued by the Senate Finance Committee, shows a 
refinement of patient and labored detail that none of 
the other methods presents, and I think that the work 
of this committee has made a distinct advance in 
this matter. And I hope that the methods we have 
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pursued will bear the test of time, and that we will 
have been found to have applied methods that are 
scientifically correct and that have been adequate 
to the purpose which we have had in view. 


Discussion. 


Professor Ross: I feel compelled to criticise, or 
rather to amend, the standard set up, from the stand- 
point of money. I think that it may be given asa 
sound principle that the debtor should restore to the 
creditor a quantity of satisfaction equal to that 
which he received. That means not power to pur- 
chase raw materials, capital or labor, or anything of 
that sort, but power to purchase goods that yield 
satisfaction, ‘‘ goods of the first rank.’’ If, then, we 
attempt to form a standard that includes satisfaction, 
we must include a certain kind of labor, namely 
services. We should include also the prices of 
household services to make the thing perfect in 
theory, and of teachers, of physicians, of ministers. 
We should include also the ordinary wages for what 
is called common day labor. 

Professor Giddings: I should like to ask Professor 
Falkner to tell us somewhat more in detail how the 
committee got the index number from the data he 
speaks of. You say, for example, that food stands in 
the relation of 40 to 15 as compared with textiles. 
In making up your index number do you take the 
price and in some way deal with that ascertained 
price on the basis of 40 to 15 per cent. and get your 
index number? 

Professor Falkner: Yes, that is done in the case of 
each quotation. The price of food products as a 
group occupied 41 per cent. Inside of that group 
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we had the divisions of meat, vegetables, sugar and 
a host of other things. We obtained the proportions 
in which these articles were used and in forming the 
index number that particular article of food would 
combine in these different indexes, in a manner to 
give it the importance which it occupied in consump- 
tion. We had to use an average relative price for 
such groups as furniture and utensils, but there is no 
group that comprises above two to five per cent of 
the total consumption in which the different elements 
of the indexes are not blended in the actual way in 
which they are consumed in actual life. 

Professor Taussig: If I understand rightly, the 
final index number is ascertained in a comparison in 
which food counts for 41, textiles for 15, etc. 

Professor Faulkner: That is the process exactly. 

Professor Taussig: So far as the question of 
arithmetical standard is concerned, I have found that 
if you take a simple arithmetical or geometrical 
mean without taking any account whatever of the 
proportion in which the commodities enter into con- 
sumption, it is striking how little different it is from 
the result of the more elaborate computation. I 
have come to believe that the best way, after all, is to 
take a great number of commodities and take the 
simple arithmetical mean. I am inclined to think that 
you will get results as good as any by that simple 
and inexpensive process. , 

Professor Falkner: I agree that it is a fact, yet I 
see no reason why it should be; and the larger the 
number of articles the greater the danger that the 
result will not come out in the proper way. While 
I agree that with a limited number of articles com- 
prising the main products and raw materials, the 
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result would be the same whatever plan we adopted, 
the system of weights or of simple average, it seems 
to me that the larger the number of articles included 
the less the probability that the results of simple 
average would be like the results found in the com- 
putation that I made. At present they do come out 
strikingly similar; 99.52 on the basis of simple aver- 
age and 99.56 on the basis of weight average. 
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Social Economics. 


Morning Session, August 26. 


THe ENDOWMENT CRAZE IN MASSACHUSETTS. 


BY FRANK P. BENNETT, ESQ., PUBLISHER OF THE AMERICAN WOOL AND COTTON 
REPORTER, 


The assessment endowment companies were autho- 
rized by an unfortunate law passed in Massachusetts 
in 1888, and in spite of repeated and urgent efforts 
to secure their termination, the act in question still 
remains upon the statute books. An amendment 
was adopted in 1890 forbidding the further formation 
of these endowment societies, but fifty-six had 
already been chartered, and though thirty-two have 
since come to grief, Massachusetts, at the present 
writing, still permits the remaining twenty-four to 
seek new victims within her borders, and to operate 
in other states under the seal of the commonwealth 
which has chartered them. 

The endowment craze reached its height in Massa- 
chusetts during the six months ending June 30, 1891, 
and on that date the fifty-six Massachusetts compa- 
nies had 265,585 members, to whom they had 
promised the enormous aggregate of $84,810,278. 

The Order of the Iron Hall, the pioneer and parent 
of the assessment endowment associations, was organ- 
ized in Indiana in 1881, and the officers and paid 
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attorneys of this corporation have been assiduous 
and influential in promoting legislation in favor of 
the Massachusetts companies, whose political support 
is very important to the Indiana corporation. 

The princial feature of the Iron Hall has been the 
payment of endowments of $1,000 each to those of 
its subscribers who persist in paying the assessments 
as levied by the supreme officers for a period of seven 
years. The payment of disability and death benefits 
has been merely incidental, and is a service which 
can be performed far more honestly and satisfactorily 
by the legitimate fraternal or mutual benefit associ- 
ations than by the endowment societies. The obli- 
gations of the Iron Hall began to mature in 1888, 
and in the four years from that time to the date of 
its last public statement, January 1, 1892, it had paid 
in final benefits, and to its sick and persistent 
contributors the large sum of $5,791,245, and the 
cost to each beneficiary was in the neighborhood of 
$300 for $1,000. The amount of each assessment is 
$2.50 for a $1,000 certificate, and the number of 
assessments have thus far averaged 17 or 18 per 
annum. The Iron Hali also issues certificates for 
less amounts than $1,000 at assessments ranging 
from fifty cents to two dollars each. The success of 
the Iron Hall in meeting its maturing certificates 
without any apparent disaster until the recent appli- 
cation for a receivership, was a powerful argument 
in defence of the Massachusetts endowment societies. 

It would not seem to require a very profound 
student of mathematics to understand that if 1,000 
men pay $300 apiece into a common treasury and 
300 of them draw out $1,000 apiece there exists a 
deficiency immediately of $700,000 if the remaining 
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700 have been promised a like sum, and that without 
making any allowance for the running expenses of 
the association, it requires three and a-half new 
members to pay off one old member. According to 
the company’s own statement, it paid only 909 final 
claims in 1891 and had at the end of the year 65,204 
members. While a membership of 65,204 would 
readily pay 909 maturing certificates and leave 
something for the reserve fund, a membership of at 
least 2,608,160 would be required to pay 65,204 
maturing certificates at 17 or 18 assessments per 
year, and a membership of 104,362,400 to pay 
2,608,160 maturing certificates, and a membership of 
4,173,056,000 to pay 104,326,400 maturing certificates; 
and as the population of the entire globe is esti- 
mated to be but 1,500,000,000, it follows that, upon 
the basis of these caiculations, nearly three times 
the population of the whole world, including octoge- 
narians and infants in arms, Hottentots, Pategonian 
giants and wandering Arabs would shortly be neces- 
sary to insure a reasonable degree of permanency for 
the Iron Hall alone, without making any provision 
for the endowment companies having their home 
offices in Massachusetts. 

In the corporations which have already failed 
there has been a record of thievery and mismanage- 
ment. Insomeof them there has been, too, a curious 
admixture of religious pretence in many of their 
proceedings. An officer of the order of the Golden 
Lion was asked by Justice Allen of the Supreme 
Court what position he held, and answered that he 
was the supreme chaplain, and that it was his duty 
to open the supreme session with prayer. Hefurther 
stated that his previous occupation had been that of 
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a clerk in a grocery store at $15 a week, but that 
his salary as chaplain was $7,500 per annum. As 
the supreme session of the Golden Lion was held but 
once in two years, the cost to the members for this 
supreme chaplain was $15,000 a prayer. 


Discussion. 


Professor Taussig: I do not think there is any 
cause for debate or discussion, but I think perhaps it 
is not out of order to give some public expression of 
gratitude for the honesty, candor and clearness of 
Mr. Bennett. He has taken a prominent part against 
this evil, and I think it fair in this audience to 
recognize it. He has been undoubtedly helpful in 
preventing the craze in spreading as far as it might 
otherwise have done. 

Rev. Dr. Gladden: I am personally very grateful 
indeed, to Mr. Bennett for this disclosure. I have 
been sojourning for the summer in a little town on 
the Erie railroad, and have been hearing there con- 
tinually reports as to the Iron Hall. I learned from 
those who were quite familiar with the facts, that a 
very large number of the poorer people there had 
invested their funds in that order. A few of them 
had received their $1,000 this vear, and the fact that 
the $1,000 had been paid to a few was conclusive 
evidence to the others who had paid their money into 
the enterprise that it was solvent, and they are 
saying now exactly what Mr. Bennett said they 
would say, that some rascals had got hold of the 
funds and wrecked it, but that it was a good thing. 
What can you say to that? 

Professor Walker: One question that I would like 
to have emphasized a little more is, What is the 











118 Abstracts of Papers and Discussions. 


remedy for this craze? I think that the difficulty 
lies in human nature; that the average man is so 
made that he desires to get something for nothing, 
and any scheme that has that for a bait will be apt to 
eatch a great many: not only those who are ignorant, 
but those who are wise and ought to know better; so 
that arguments addressed to the intellect or the 
judgment seem to have little or no influence. There 
is another cause, possibly. I recognize the great 
expense of our life insurance and endowment insur- 
ance companies. 

Mr. Waite: I understand that there were 909 pay- 
ments last year in the Iron Hall. May I ask how 
many there were the year before? They did not 
extend their numbers so much that year. 

Mr. Bennett: My impression is that last year was 
the first year they began to make payments. The 
order was founded in 1884 and of course seven year 
certificates mature in 1891. My impression is that 
the first endowments were paid then. 

Mr. Waite: Of course that accounts for the fact 
that there would be twice as many in 1898 as in 1897. 
We must remember that this is but one little phase 
of a phenomenon of which another phase is the real 
estate boom in all the western and in some of the 
eastern cities. 

Professor Clark. I hope something will come to 
us in the way of a remedy for this trouble. We had 
the sorest experience in Massachusetts in the town 
where I happen to reside. We tried a number of 
remedies at the outset and I am confident that if we 
had had the facts that Mr. Bennet has now given us 
we should have produced a very great impression. 
We did not have the facts. We tried first the effect 
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of a little persuasion and a considerable number of 
people supposed to know something about business 
signed an address. The result was a public meeting 
and a discussion of the question. The discussion 
was all against the orders but the feeling was all in 
their favor. It was admitted that the morals of the 
transaction were a little questionable, but it was held 
to be very profitable, a little naughty but very expe- 
dient. I hear that facts that have been brought out 
since then have had a great influence, and that the 
membership does not grow in that town. While I 
agree that a complete remedy cannot be hoped for, 
a remedy that was good within a certain limit would 
save 10,000 or 100,000 people from disaster. 

Professor Commons: I think there ought to be some 
further comparison between these endowment and the 
old line companies. The reasons why people go into 
them are perhapstwofold. First, our industrial condi- 
tions are unstable, and perhaps on that account the 
common people are turning to the question of insur- 
ance. In foreign countries they are talking of state 
insurance. It seems to be a remedy for these unstable 
conditions of industry. The demand for insurance 
is not altogether a desire to get something without 
paying for it. 

Secondly, the arguments that these endowment 
companies use are based on what the old line compa- 
nies do. If you begin to argue with the people who 
are talking up the endowment associations they will 
bring youa circular which seems to show conclusively 
that there is not much difference between them and 
the old companies. They prove that the old line 
companies are existing on this immoral thing and 
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making money off the people who lapse. If they do 
it why can not we do it, why is it not legitimate? 

Professor Walker: Do these companies make any 
pretense of investing their funds? I was much as- 
tonished by the statement of the chief of the Iron 
Hall that they had some $700,000 or $800,000 of 
simple deposits in a bank, without making any 
attempt to invest it. 

Mr. Bennett. Very little attention has been paid 
to investment. This reserve has been obtained be- 
cause the law provided that assessments were to be 
made to pay disability benefits, and that was the 
foundation upon which the fabric was built.. They 
were permitted to levy an assessment for disability. 
A portion of it was used to pay the disability, and 
the rest, 50 or 75 per cent., whatever it was, was 
carried to the reserve fund. They were not per- 
mitted to levy a new assessment, except when the 
amount of money on hand was not equal to what 
would be realized from one assessment. They were 
not expected to have any large amount of money on 
hand, only a sum equivalent to what one assessment 
of all the membership would produce. Of that, 
under Massachusetts law, one-half was to be carried 
into the state treasury, and the other to—nobody 
knew where, and nobody seems to have been very 
anxious to find out. In the last three months before 
a certificate matured they could levy an unlimited 
number of assessments and use the money to pay 
endowments. 

I want to say just this word in regard to insur- 
ance. If there is anything wrong in life insurance, 
I think it ought to be corrected. Under Massachu- 
setts law lapse is impossible. There is a surrender 
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clause attached to all the policies. But, curiously 
enough, foreign companies may come into the state 
and pursue policies of tontine insurance; but a com- 
pany organized under Massachusetts law cannot 
carry on tontine insurance. Very few companies do 
a lapse business today. If there is anything of that 
kind, it does not at all excuse the endowment busi- 
ness; it simply indicates that there is another evil 
to be corrected as well as that. 


ARCHITECTURA], PROBLEMS IN GREAT CITIES. 


BY BARR FERREE, ESQ., OF THE ENGINEERING MAGAZINE, NEW YORK. 


The architectural problem of great cities is not 
concerned with the building of churches, halls and 
ornamental and public structures, but with the 
houses, homes, business buildings and manufac- 
tories. Some idea of the important part these struc- 
tures, popularly called unarchitectural, take in the 
architectural problem may be gathered from the fact 
that two-thirds of the population of New York live 
in tenements, or buildings legally classified as such. 
Architecture in cities is the production of healthful, 
wholesome buildings, of convenient offices and safe 
workrooms. Important as these things are, they 
are but part of the fundamental elements which 
affect municipal architecture. The situation of the 
town, its soil and surroundings, its plan, and the 
width and length of the streets, the ownership of the 
land and the customs prevailing as to its sale or 
lease, the methods of business, the chief kinds of 
occupation, the nationality of the citizens, all have 
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their part in complicating the problem of city archi- 
tecture. 

The tendency of modern architecture is towards 
improved buildings of all kinds that will benefit the 
people. In previous times architecture was con- 
cerned with building palaces for the rich, or great 
works undertaken by despotic governments. In this 
democratic age it is the architecture of the people 
which commands the attention of the architect. He 
himself can do little to solve the general problem. 
He is simply the tool in the hand of his client, who 
lays down the programme and leaves him to do the 
best he can. Architecture is not looked upon as an 
art by extensive builders, but as a business invest- 
ment, and the structure which nets the largest re- 
turn, or the form of construction which permits the 
largest revenue at a minimum outlay, is considered 
the finest art. Hence the tall building which has 
become characteristic of modern commercial cities, 
is the legitimate outcome of commercial methods 
applied to architecture. Neither architect, nor client, 
build them because they like them, or prefer them to 
lower structures, but because they are imperatively 
demanded by current commercial life. 

The commercial element runs through our archi- 
tecture from beginning to end. In order to judge it 
properly, therefore, we must estimate it by current 
conditions. The architecture of past times gives us 
models in design and shows us what may be accom- 
plished with certain programmes, but these pro- 
grammes have long since been discarded in modern 
life, and hence new standards must be set up in 
order properly to estimate the value of current work. 
A careful study of the conditions under which arch- 
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itecture flourishes in great cities will help to make 
clear the real meaning and value of current work. 
The architect has become an exponent of economic 
ideas, though perhaps unconsciously. Behind his 
work stand rigid facts that make or mar it, give 
character to the city, and determine its visible as 
well as often its real greatness, and all of which are 
quite independent of the architecture itself. The 
economic conditions of architecture in great cities 
must be understood in order to render it intelligible. 
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Report of the Secretary, 


Since the Washington meeting the publications of 
our Association have been regularly issued and have, 
I think it is safe to say, maintained their repu- 
tation both in this country and in Europe. The 
publications have been under the editorial charge 
of the publication committee, and the establishment 
of this committee to take charge of the editorial work 
of the Association must be regarded as on the whole 
a decided improvement, although there have been 
certain disadvantages in the separation of the work 
into parts, and these will be mentioned presently. 

It was resolved at the Washington meeting to 
undertake two new lines of work. The first was the 
publication of a series of popular leaflets on econo- 
mic and social topics. The second was the transla- 
tion of important foreign works. I believe nothing 
has been done in regard to our popular line of work. 
But I understand that some progress has been made 
in translations of foreign works, though nothing yet 
has been published. It would seem desirable that 
the Association should develop both of these lines of 
work more vigorously. 

There has been from the beginning a steady 
increase in the numbers of our members, and this 
has continued since the Washington meeting. There 
were 638 names in the list of members published at 
the time of the Washington meeting, 718 in the list 
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published in January 1892, and 732 in the list pub- 
lished August, 1892. A most important recent devel- 
opment has been the establishment of a large branch 
in the Mississippi valley, called the South Western 
Branch. It is proposed that the members in this 
branch should meet in different cities, as Kansas City, 
Missouri and Lawrence, Kansas. This South West- 
ern Branch promises to develop considerable strength 
and activity, and suggests that more attention should 
be given to the establishment of local societies. 
There are great possibilities in this direction. 

The treasurer’s report will show that our financial 
condition is not entirely satisfactory because our 
funds have not increased. It would seem that we 
have at best held our own while we ought to have 
added to our resources. This is a matter which 
deserves our earnest attention. Weshould remember 
that the receipts from life membership fees consti- 
tute a liability. 

The subject of our finances brings me naturally 
to certain recommendations. Before the institution 
of a publication committee, the secretary participated 
actively in every department of the work of the 
Association, and had a general oversight over the 
affairs of the Association. He knew the plans and 
also the condition of the finances, and could calla 
halt whenever necessary. Since the Washington 
meeting the publication committee pursues it plans 
independently, and neither the secretary nor the 
treasurer has known what it has proposed to do. 
Other disadvantages result from the fact that there is 
no one person who is familiar with every part of our 
activity. The publications cannot be pushed as well 
through the press, and no one is in a position to give 
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the information which may be desired by members 
and the public, and which it is naturally expected 
the secretary should be in a position to give. As 
already stated, it seems to be an improvement to 
divide the work more than it was divided in our 
earlier days, but unity of administration should not 
be sacrificed. The secretary recommends that plans 
be taken to restore this unity. One method would 
be to make the secretary ex-officio a member of all 
important committees. 

I earnestly recommend that annual meetings be 
held. Experience shows conclusively that nothing 
stimulates interest like a general meeting. Sales of 
publications increase and additions are made to our 
membership list after an annual meeting is an- 
nounced. Whereas if a year passes without a meet- 
ing a decline in interest is clearly visible to the 
secretary. 

It seems to me also eminently desirable that at 
each annual meeting the time and place of the fol- 
lowing should be carefully discussed, and if possible, 
agreed upon. Members often have preferences which 
are not known to the executive committee. 

I would also suggest that it might be desirable to 
appoint some qualified, energetic young man execu- 
tive secretary to give his attention to the work of the 
Association, to the development of its resources and 
increase of its numbers. I am not prepared posi- 
tively to recommend the appointment of an executive 
secretary in addition to a general secretary, but I 
would like to call the attention of the members to 
the subject. 


Ricuarp T. Ety, 
Secretary. 
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John Jay’s inaugural address on ‘‘The Demand for Education in American 
History,’’ a supplementary bibliography of the published works of mem- 
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